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TAX COURT OF THE UNITED STATES 

GENERAL DOCKET 

DOCKET NO. 


1920-69 


T7VTE 0^ EDWIN C. WEISKOPF, Deceased, 

-I------ “ 7 APPEARANCES FOR PETITIONER: 

NNE K. "W3ISK0FF and SOLOMON LETT, rocecutars, , 

, *vw v vttsvqpv wi fp» _Barnes B. Lewis and Alu.aed 

Lod.AN^Zi_IU-Ar^a>JJi r i , . 'ft . rTmrins — w-ievinH wv.a 


CLASS 


2 y_yp~V, Wq-j York 
VS. 


. PETITIONER. ! 6/1 3/7*37 


James B. Lewis and Alfred D. Ycungwood (Paxil, V.'eis 

name _ih&azB Tg t R i fk ind^_VrnarborLjc G a rr i so n. ) ,-—— 

3h^ Park Avenue, New Yor.-c, New York ICC-" 

adonlss _^Lea^-^agpi-s , (Sara s- a s Ahov c-Tlrl/ii- 


.’MISSIONED OP INTERNAL REVENUE. 


Dare 

Month 

Day 

Year 

.or. 

28 ^ 

1°69 

A nr. 

_2JL 

1 

1 

1959: 


RESPONDENT. I 

Filings and Proceedings 


In r. 29, 19f.q 


^ ? R j i qAq 'PETITION FILED: FEE PAID , __Apr^_23-j GRANTS-T ‘ ' 

. nJ ._ ? r^_i_qAq 1 PETR S 1 . RP CirER T for Trlnl at. New Y o rk , N . Y .... f iled.- J ^pr^__^_156g_[A pr. 2? . ^l ik£ 

June 16, 196? AMENDED_ P^etit.ion_fi 1 ed_bj_reiiiioner_--- 

, T u ly il;, jT^ ! ANT..'ER_T0^^gTITI0AN . AS AMENDED filed by resp ondent.-1- 

Va r. 9. 197? NOTICE OF T RIAL on Jun e 12, 19 72 at New York Jt _N_,Y ----- 

•v 10. 1972 MOTION by Hasp, to consolidate_2920 -69 & 193^c 69__foT-—__ 

- - - -r - - - | GRA.' 

_ j _t rial, brief ing and opinion. ____ 

v n 2 1972 IIOTIG^ of filing of Moti on to consolidate a nd calendaring- 

^-j I 

thereof for hearin g o n June 12, 1 97.L_at_Ngw_YQcLJi• X*- 

I 

__I (T f Objectio ns filed by ftatr. on or befor3^5VL-26 A _15I27- 

m e 1, 1972_ \ " OTTON by R° s p. for .lease. to fiV r*r a nd - nent tn Answe r- 

_{_. fi lpH. (t- TT.pn dngnt_jtQ—Ans wer Lodg ed).- 

i 

.limn 6. 1972 ‘ oiDER. that^puncg^tcr^putrs^^haiL^aya-iinli^.Juce-^? : .- 

_ l 1972 T i n v Mnh to f ile._QM£&tinss_fc n T tes p^ not i on .-ia- 

_file, juiendrsnt-tdusaraftr-_In_fixen£_.oUiaatioas. are—_- 

_L rec.eiyi i _ ©n_or_bef.ore_ June_22 , JL9? 2 > - alore Laid_iao±ion- 

_1 _icj cal 2 ndarad—f cr_ he or±C£_ ai_ihe.. Hnt.i on a. fnasinrunn.- 

j July 12, 1972, at W ashington , D.C._ 

(Continued on page 2) 
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GRANTED 

June 1, 1972 June 1,1972 
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-ond-iont tn >ns«or 
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Motion 


DMENT to Answer filed 


for continuance fr om riov 


New York* N.Y 


NOTICE OF TRIAL on 


INTRY OF APPEARANCE bv Arlene Harrl 


TRI AL 


Couns 
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Stipulation _as to Jt. _Exh 
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TAX COURT OF THE UNITED STATES" ° C5A 

GENERAL DOCKET 


DOCKET NO. 


133AC3 


an c. v.-rfirasAD om joszphin'e -white-sab 


? Forest Avenu e_ 

? . N ° ~f York -CpSo __ 

VS. 

ISSION'ER CF INTERNAL REVENUE, 


1TZH2AD APPEARANCES FOR PETITIONER: ---— 

- Mark H. Johnson (Roberts & Holland), 1301 Avenue 

name _p£_ A_-sri ,_TIs.k. York . York ] nrp 9 

-- Laurence Goldfein, Roberts & Holland, 130lAvTTIi 

*W‘•«* Q-L-J 5 sri c_as, New York T N. Y. , 1001 9jj/9/72) 
PETITIONER. . Richard A. Levir.e( Roberts & Holland) 13 O 1 Avenue 


V 7 VT V 


RESPONDENT, i 


Ik Da-. Year , F,, ' n * ,nd Prot « d ‘"P 
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1 28 , 1959 PETITION FILED: FEE PAID Hay k, 19 69 . 




Hay h, 126? 

GRANTED 

.Mgr _U, 196 ? Ha v I;. 19.59 



1,-1572. 


0 ? A F? LI CAT TO: 


.nt erroratcri e s to Respondent. ( 
rcss-interropatcries due on or >• 


I.’CTICE_QF_tBJECTTQN_ bv Prop, tn P a ■ i ? r n. aT j n 
_riled .Aprll_2S^JL272_ 


1972). 


’>--lI^lc.0£.7iXx'E/llAYCFL.'pvL-lauronce Ool d'-Hn for petrs. Tii oH, 
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_ _ _(Continue d to Pa? e 2) _I 


L2£ay_lQ,_1222. 
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I tl'lll No. *14 
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TAX COURT OF THE UNITED STATES- °-6A 

GENERAL DOCKET 

iy 3-1-Gu 


(Corrtrjj.'t m] 

mmssmmssBsmmammmmrn 

HIM 

. »«* 

- jT.h Day Y sir 

Filings and Proceedings 

Action 


7 10, 1972 

NOTICE of Hearing on Petrs. Aoolication to take Deco- 


Mnv ID 107' 


--l.^ ort . ort v, Xjj , ^ gr t interrogatories and P.esp. Cbiectior 

IS 



. thereto on Kay 15, 1972 at New York, New York. 



lr 1C, 1972 

1 

MOTION by Rssd. to consolidate 1920-69 & 19lJ,-6o fnr 




GRANTED 

—trial, briefing and ooinion. . | Jun^ j TQ 7 ? 

! Jun.l, 1Q7? 

7 12, 1972 ; 

I t __ 

l*P-Oi filing Ox Motion to consoluciciio nnd c 3 " 1 a nd? v "i r 




- 

1 thereof for hearing or. Jun.12, 1972 a t New YnrV.N.v' 




(If Objections filed by Petr, on or before Kay 26. 19721 

Kay 1 ?, 1972 

'Y 12 , 1972 

H2I7RI OF APPEARANCE by Richard A. Levine as Counsel 

• 



for petr. filed. 

1 

May 16,1Q77 

T 15, 1972 

HEG. at 'lew York, N.Y. before Judge Forrester 




I Hrg. on .application for order to take deposition of 




Bernard FTanklin - Denied. 



15, 1972 

ORDERED that petitioners 1 Application for order to tab 
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l 

deposition of Bernard Franklin London England on 


.Tim 1 1070 

► 

written interrogatories is hereby denied. 



* 26, 1972 

TRANSCRIPT of Kay 15, 1972 rec’d. 
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7, 1972 jL’-ZNEMENT to 


! i 

q 5 1972' MOTION by Petr, for continuance from Nov. 13, ; GRANTED 

| " Nov.10, 1972 

i 1972, New York, IT.Y._ (Co nt r d Ge nerally) Nov. 1.3,iy .' 


20,1973 ' NOTICE 0? TRIAL o n Jur e 18 , 1973 at Ngj Yor k, N.Y._• 

! ‘ \ 
IA L at N e w Yo rk, N. Y. b e£ors_Jud ge Wi les.- 

C3ris£ s_are _ du e^frorfbgth .Petrs ,_Cpu ns.e.ll*- 

^ipa3^ion^J^FacJE^f^e(L.with_Jt,__Exh J1 _attach 
Cral_.Svipulation as to Jt. Sxh._39.nJjLN;0_-y»'i_^LJi 

D3JLGIN&L. 3.2I=S5_KI.3 ^_S-c?f-enb-? r. 19^_I923_ 
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I 

__!_?Z: r Ll_3RXEr’3..D7E _ E3serjs2JL9,_.1223_ 

! 

__3 ? JiiiHriED_”.C_J:JD3E..WILES__ 

’ J°. J- 973 TrcANS CRIPT of J une 21. 1973 r ec* d._• 

(Continued co Pr^.e U) 


Mar. 20, 15 



GPC !> *49 W 
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TAX COURT OF THE UNITED STATES' 


:kct f .o._122i=21 



WOTiTSAD 


GENERAL DOCKET 


(Cr+Jr**+J t*«) 


ram * XDi Prot -‘ cd;:T ‘ f JUD15 WILES) 


PrTTITlONEr? PAGE 


MOTION bv Petr. for exter.sio: 


,ir.e to Ncv. $, 1973 


I | GRANTED 

■t. 29, 1973 ! KOTia: by Petr, to correct transcript, (to Coj . Resr>.) jCc t. 31, 19 73 

" GRANTED 

t. 1, 1973 iMOTION by Petr, f or f urther ex te nsion cf tir.e to_ N ov. 2. 1973 

Nov. 19, 1973 to file brief. 



v. IQ. 197*3 'BRIE? for Pet ition ers fi led._ 

I 

r »1? t 1973 *BRI5F for Res p. fil ed._ 

OR. e, 197u I MOTIGJ tv Petr, in Dkt. 7 ?1 92Q-69 fc ~ leave to file in 
I lieu cf an Answering Brief, a Reply 3rief to Resp's 


___ Answering Br ie f. (No Obj. Par ties) ____ 

L* 1?« 19 7a , .HOT .i G< by Petr , for ext.cn si on of t ir.e to February 18, 
_ t 19 74 within whic h to f i le A nswering Erief._ 


'L»._l4i 197 4 I MQT IC N by P etitioners to Correct Transcript. _ 

n 18, 1974 • NOTICE that Respondent is directed to file on or 


before Feb. 4, 1974 a notice cf objection or no 


objection to Petitioner's Notion filed Jan 16, 


n. 30,1974 !OBJECTION by Resp to Petr motion filed Jan.16, 


1974. "■ 


Fei>..1 Q t 1 Q74 R EPLY BRIEF for Petr,_f iled._ilZ.!! 

1 

» 

jp_b_._ 10 } 1 97~.REPLY BRIEF for Resp ondent filed. 


GRANTED 

Jan. 9, 1974 


T r 1 r-’T.irp? r V ~ * >7•* T rv * 7 

* r f . v . ^ 1«L? >j u - r/twj X a * 2. v. • • * _ 2.2. C C., J 


APR 1 8 1 
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TAX COURT OF THE UNITED STATES 


Estate* of EDWIN C. WEISKOPF, Deceased, 

ANIH3 K. WEISKOPF and SOLOMON LITT, 
Executors, and ANNE K. WEISKOPF, 
Surviving Wife, 

Petitioners, 


COMMISSIONER OF INTERNAL REVENUE, 


Respondent. 


Docket No. 3920-69 


AMENDED PETITION 


The Qbova-naasd petitioner.: hereby petition for a 
redetermination of the deficiencies set forth by the Commis¬ 
sioner of Internal Revenue in his notice of deficiency (cor¬ 
respondence symbols AU:R:90D) dated January 29, 1969 , and as 
the basis of their case allege as fcllov;s: 

1. The petitioners are (i) the duly qualified and 
acting Executors of the Estate of Edwin C. Weiskopf (the 
''decedent"), having been appointed ns such by the Surrogate's 
Court of New York County on March 29, 1968 , and (ii) the 
decedent's surviving v/ife. The petitioners reside in New Vork, 
Nov; York. The Federal income tax return of the decedent and 
his v.’ife for the calendar year i 960 , the period here involved, 
was filed with the Dlstricr Director of Internal Revenue for 



v 








. C11A 


? 


t-bG Manhattan District. The decedent died a resident of 

f 

Dev; York, New York on February 7 , 19 SO. 

\ 

2. The notice of deficiency (a copy of which is 
attached hereto and marked Exhibit A) vras mailed to the 
petitioners on January 29, 1969 . 


3* ■‘■he commissioner has determined a deficienc 3 r 

income tax for the calendar ye^r ] 966 .in the amount of 
$481,465. 57 , of which at least $477,865.57 is in dispute. 


in 


4. Ihe determination of tax set forth in the said 


notice 


of the 
tions 


of dexiciency is based upon the following errors: 

(a) Disallowance of deduction of $57,846.75 
decedent's distributive share of charitable contribu- 
made by Benhack Realty Associates, a partnership. 


(b) Disallowance of deduction of $200 of the 
decedent's distributive share of loss of the said partnership. 

(c) Inclusion in gross income as a dividend 
under section 1248(a) of the Internal Revenue Code of all or 
any part of the $1,104,923.61 profit allegedly realized by the 
decedent upon sale of stock of Intapco, Inc. and, alter¬ 
natively, improper computation of the limitation under 
section 1243(b) of said Code on tax attributable to such 
inclusion. 


5. The facts 
the petitioners rely as 


or 

the 


informs Mon and belief, upon which 
basis of shis case are as follows; 
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(o.) Ths decedent had a 50 percent distributive 
snare Ox income, gains, losses, deductions and credits of 
Eenhack Re_lty Associates, a calendar year partnership, for 
the calendar year 1566. 

(b) During 1966 Benhack Realty Associates con¬ 
tributed property having a fair market value of $172,393,50 

to Organizations described in section 170(c) of the Internal 
Revenue Code. 

(c) On September 1, 1966, Eenhack Realty Associ¬ 
ates purchased a buij.aing which it immediately commenced using 
in its trade or business. The cost of the building was $75,000, 
its useful life was 25 years, and Benhack Realty Associates 
elected to depreciatp it under the 150 percent declining bal¬ 
ance method. 

(d) The decedent owned four hundred ninety shares 
of the preferred stock of Intapco, Inc,, a corporation organized 
under the laws of the State of New York ("intapco”), and no 
shares of any other class of stock of Intapco, from the original 
issuance of stock of Intapco to February 21, 1966, On B’ebruary 
21, 1966 the decedent acquired fifty shares of the common 
stock of Intapco from Intapco in exchange for fifty shares of 
the preferred stock of Intapco. The decedent sold all of his 
stock in Intapco on February 21, i960 subsequent to this exchange, 
Ac the time of such sale, Intapco owned stock which had 50 percent 
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. Ci3A 


of the total combined voting power of all classes of stock 


entitled to vote of Tr'nco th ~ 

"'° J Ltd 'j a corporation organized 

under the laws of the United Kingdom ('’ininco"), 

(e) The holders of the preferred stock of 


Intapco were entitled to receive cumulative dividends from 


Intapco’s earnings and profits or from Its surplus at the 
. rate of four dollars per share per annum if and as declared 
by the Board of Directors of Intapco. The holders of the 
preferred stock of Intapco had no other rights to current 
distributions of the earnings and profits of Intapco. 

(f) At all times during which Intapco owned 
stock of Ininco, stock possessing 50 percent of the total 
combined voting power of all classes of stock of Ininco 
entitled to vote was owned by ar.d such voting power was exer- 
cised by Romney Finance Company, Ltd., a corporation organ¬ 
ized under the laws of the United Kingdom ("Romney"). 

(g) All of the outstanding stock of Romney 
was owned by Ur.ex Investment Trust Limited ("Unex") through¬ 
out the period during which Romney owned any stock of Ininco. 
Unex is a corporation organized under the laws of the United 
Kingdom. During the period in which Romney owned stock of 
Ininco, no United States person (as defined ir. section 957 (d) 
of the internal Revenue Code) owned, directly or indirectly 
under the rules of section 958 of the Internal Revenue Code, 




. V- • ’ ■; 









as much as 20 percent of any class of stock of Unex, and neither 
Inoapco nor any stockholder of Intapco owned, directly or In¬ 
directly under such rules, any stock of Unex. 

(h) The first taxable year of Intapco began November 
22, lro3, and ended on October 31, 1964, and its succeeding two taxable 
years ended on October 31, 1965, and February 24, in66. The first 
taxable year of Ininco began on December 1, 1963 , and ended on November 
_)0, 1964, and its succeeding two taxable years ended on November 30. 
1965, and May 3 , 1966 . 

(i) The earnings and profits of ininco (computed in 
accordance with Treasury Regulations § 1 .1243-3(b)) were no greater 
than ...-Bol,33o.43 (L 287,80 9.4.0 at, $ 2,786 oer pound) for its taxable 
year ended November 30, 1964, and $941,143.17 (t 337,811.12.4 at 

\>2. {80 per pound) for its taxable year ended November 30, 1065 . 

The deficit in earnings and profits of ininco (computed in accordance 
with ireasury Regulations § 1.1248-3(6)) was at least $1,742,651.08 

(^ 62 5, 502 . 18.0 at $2,785 per pound) for its taxable year ended 
May 3, 1956. 

(j) The taxaole income of Ininco (computed in 
accordance with Treasury Regulations §1.1248-4(d)) was no greeter 
than $817,975.17 (L 293,602.0.0 at $2,785 per pound) for its 
taxable year ended November 30, 1964 and $968,449.31 (h 347,612.19.11 
'.io <;*2 .780 per pound) for its taxable year ended November 30, 1965 . 

Iho taxaole income of Ininco (computed in accordance with Treasury 

Regulations §1.1248-4(d)) was zero for its taxable year ended May 
3 , 1 966. 

(k) Ininco paid foreign income, v/ar profits 
and excess profits taxes of at least $ 16 , 138.74 (g 5 , 792 . 1 . 6.0 
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at $2,786 per pound) viith respect to income earned during 
its taxable year ended November 30, $27,306.64 

(b 9,801.7.7 at $2,786 per pound) with respect to income . 
earned during its taxable year ended November 30, 19^5, 
and $20,248.65 (£7,268.0,0 at $2,786 per pound) with respect 
to income earned during its taxable year ended Kay 3, 1966. 

(1) For the calendar year 1966, the petitioners 
had net short-term capital loss of $12,100, long-term capital 
loss carryover of $2,592.19 and net long-term capital gain 
of $949,752.04, including long-term capital gain of- 
$1,078,937«17 from the sale by the decedent of stock of 
Xntapco, 


WHEREFORE, the petitioners pray that this Court 
hear the case, determine that there is no deficiency in 
excess of $3,600 due from the petitioners for the calendar 
year 1966, and grant whatever other relief is just and proper. 
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Fames B. Lewis 
•/345 Park Avenue 
New York, New York 


10022 



Alfred D. Ypungwood 

345 /Park Avenue 

Nev; York, New York 10022 


Counsel for Petitioners 
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STATE OP NEW YORK ) 

• s s * 

COUNTY OF NEW YORK ) 

ANNE K. WEISKOPF and SOLOMON LITT, being duly sworn, 
say that they are the Executors of the Estate of Edwin C. 
Weiskopf, deceased, a petitioner in the above cause; that they 
have read the foregoing amended petition and are familiar with 
the statements contained therein, and that the facts stated 
are true, except those stated to be upon Information and belief, 
and that those they believe are true. 

Anne K, Weiskopf^ Executrix 


Subscribed and sworn to before 
me this /J day of June, 1969. 

Tl, A. fl-lc e, 0 


' Notary Public 

, THOMAS A. Rr.-r, 

Notary Public, s: :^ f \ ... v t. 

- Nc. 31-32r90i0 
Quail,.Sd in u ev . y ?r;< ' h . 
Commission Cxpiics iVarcii SO, 1371, 


l So i omon Li1t~ Exec u t or 


Subscribed and sworn to before 
me this /c day of June, 1969 


//(.ci //(ci j 


Notary Public 


f ’ - -t> 


c 
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STATE OF NEW YORK ( ) 

' : S3.: 

COUNTY OF NEW YORK ') 


ANNE K. WEISKOPF, being duly sworn, says that she 


is a petitioner in the above cause; that she has read the 


foregoing amended petition and is familiar with the statements 


contained therein, and that the facts stated are true, except 


those stated to be upon information and belief, and that those 


she believes it to be true. 


syx-e-n . _ -A-/? 

Anne K. Weiskopf" v // 


Subscribed and sworn tc before 


this 1 1 day of June, 1969 , 


•YL-, L <L.,£ 


Notary Public 


,, . Thomas a. acso 

Nofr.-y Fubhc. Stnto or Haw Yc;I; 
No. 3!•.'3223050 
Qu?’:f:c2 n> n~v YorI< Cynh/ 
Comriiijsicn Expire; March 30, 1371 
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Ssbata or ED'.rr:? o, idsxsKo;??. &«c»as 3 d i 
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Exocuboffs* and AIDS i'. l.'EISlvj??,- > 
Surviving Uii'Oj j 


. Cl8A, 

FILED 

1959 X1 14 pm /. 59 




j.w.-i-it Or J.U_^rr;r.j_! rlfc/jar:(Jr.• 
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TAX C'.-j.TT 
OF ThH 


} DocLou JAj* 2L9SZQ r?AT £3 


AllSiO? JrO_< Ag_ J gSftTO Sp 
--G KSSpO-TDoZiTin an?van to tbs 03citxan p m amanda d., 

*- : -^ suo’-d j -ti.-.td c?. 2 Sj e-.d j 2 ‘. s » a3^ 0,02.xt**» t-nc. all-gos 
a3 follows: 

l cni 2 = AdsiiuO tbs all3g2.fiot*a ■?.;•? ri ?, 2 -p r ~ o 

of "bias p3iit5.o2p c.u anondad- 

3 a Aaa&ts that ohs Connaosicnar has dotrainni.rod a 
dsfioisncy in. inco^o tun foi* tha calsiid.or' yenv 19A& 5.1** the 
amount of 4ibI s L;.65o'7; denies tha regaining allegations c-r 
paragraph 3 of tha poilritni.. a? szaendad; sllagos that tbs 
entim cnoimt of t.:.i t’a.fioisncT jo not 22 di3nr‘;-? 

4* (a) to {c} ; j.nclui.lv-a s Uonioi that roan ends in a smad 

dl.. U d IT »•« L-. -.Tpr*,l* sl*T*n *- ■-• if. 1 j '4 j ; r, J . *i T *-"1 *1 o *» v .’ .■ ^7* v-. -. —. >*1.-)-. V- 

V - J i •—« x - * • ^ i - / .■■ », Ji. Jt/u^. c*d 4 * • X L 

4 of* tb.o ps tit ir.n^ m aiwadadj 

5» («?.) AdrJ.ts that fcb© coosdnat v;sa a partner c:c* Bs&hack 
Hoalt.y Ar-iocistoCi a ca.*?- dcf.v yoar ps/fnorohlp for the c«lsr-don 
yoar 1916; c.sr»i*?.?. :Vo rorjvlr big : : one of fcv.bparagraph (a; 

of p.--iv.gr-.vb 3 of t.-.o patit?. ;• m a-.-cb-do 
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(b) Admits that Donhaok Ko nlty • Ar;s:oci. ate o contributed 
property; dsniaa the remaining allegations of sub-paragraph (b) 
of paragraph 5> of the petition, p.s aoioudsdo 

(c) Denies the ol?.egaticno of subparagraph (c) of 
paragraph 5’ of tbs petition, ns amended* 

(d) Admits that decedent ovneed stock of Intnpco, Ino„; 
also ad-mi 1 3 that da cedent sold all of bis a tods in Inter, so on 
February 21, 1966 and that at the time of such sale, Intapco 
owned stock of T.ninco, Ltd tI , a corporation organised under the 
laws of the United Kingdom; denies ths remaining allegations 
of subparagraph (d) of paragraph 5 of tbs petition, as attended; 
alleges that the sale of the stock of Intspco, Xnc 0 represented 
the sale of an interest in a controlled foreign corporation, 
Ininco, Ltd 0 

(c) Denies the allegations of subparagraph (e) of 
paragraph 5 of the petition- as si/iond&d^ 

(f) Admits that at ell time v during which Intapco owned 
stock of Ininco- stock possessing 50 percent of the total combined 
voting power of all classes of stock cf Ininco entitled to vote 
was owned by Romney Flumes Company, Ltd*.- a corporation organised 
under the laws of the United ri-ngdes: denies the remaining alle¬ 
gations of 3 ubpar©graph (f) of pa.ragrr.nr, 5 of the petition, as 
Rice Tide cl i 

(g) Admits that all the outstanding stock of Rcmey was 
owned by "Jne:-: Invostnenc Trust Tjiuitecl (line:/. 1 ) and chat One:; 

is a corporation organised under the 1 ?ws of the United Kir.gdon; 
denies trio remaining allegations of subparagraph (g) of per .-graph 
5 of tlio petition., as ©mended„ 
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•TAX COURT 0? TEE UNITED STATES 


EDJIN C. UUITEIGAD cad 
JOSSPHIiiE whitehead. 


Petitioners, 


Docket lio. 1934-69 


COMMISSIONER Or INTERNAL REVENUE, 


Respondeat. 


AMENDED PETITION 


The above-named petitioners hereby petition for a redeterraination of 


the deficiencies set forth by the Cor.r-.issioner of Internal Revenue in his 


notice of deficiency (correspondence symbols AU:R;90D) dated January 29, 


1969, and as the basis of their case allege as follows: 


1. The petitioners ere individuals, husband and wife, residing at 


£j9 Forest Avenue, Rye, New York. Their joint incor.e ta>: return for the 


calendar year 1956 was filed with the District Director, Internal Revenue 


Service, at New York, New York. 


2. The notice of deficiency (a copy of which is attached hereto and 


tear ;ed Exhibit A) was nailed to the petitioners on January 29, 1969, 


3. • The Comissicn.er has determined a deficiency in incone tax for 


the calendar year 1955 in the nn.ount of $454,329.7S, of which at least 


$450 k 7 61.77 ir in dispute. 


4. The deternir-tiwa of tax set forth in the said notice of deficiency 


>s based upon the folio..in^ errors with -espect to the taxable incoi.e of 


C. hiiehen'i (heroinafter referred to as the petitioner): 
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(a) Disallowance of deduction of §57,846.75 of the petitioner s 
distributive share of cha table contributions made by Benhack Realty Associates, 

a partnership. 

(b) Disallowance of deduction of $200 of the petitioner s distrib¬ 
utive share of loss of the said partnership. 

(c) Inclusion in gross income as a dividend under section 12^8(a) 

of the Internal Revenue Code of all or any part of the $1,094,950.72 profit 
allegedly realized by the petitioner.upon sale of stock of Intapco, Inc. ano, 
alternatively, improper computation of the limitation under section 1243(b) of 

said Code on tax attributable to such inclusion. 

5. The facts upon which the petitioners rely as the basis of this case 

are as follows: 

(a) The petitioner Edwin C. Whitehead had a 50 percent distrib- 
utive share oC i„eoM. sain*. lo»««s, deductions nr.d credits o£ Benheck Seelty 
Associates, a calendar yecr partnership, for the calendar year 1966. 

(b) During 1965 Benhack Realty Associates contributed property 
having a fair market value of $172,393.50 to organisations described in 

section 170(c) of the Internal Revenue Coda. 

(c) On September 1, 1966, Benhack Realty Associates purchased a 

building which it immediately commenced using in its trade or business. The 
cost of tue building was $75,000, its useful life was 25 years and Benhack 
Realty Associates elected to depreciate it under the 150 percent declining 

balance method. 
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(d) 0„ February 21, 1955, th/peticioncr sold nil of his stock 

of I.-.tsoco, Inc., a corporation orjaalMd under the laws of tho State of Kao 

York. At the tins of such sale, Intapco, Inc. ounei stock vhich had 50 

percent of the total combined votin' poser of all classes of stock e-i-tcle ! 

to vote of Ininco, Ltd., a corporation or S anired under the laos of the lifted 
Kingdom. 

O 

(e) At all times during which Intapco, l nc . owned stock of 
Ininco, Ltd., stock possessing 50 percent of the total combined voting power 
of all classes of stock of Ininco, Ltd. entitled to vote was owned by and 
s^o^po^er^ewi^y Penney Finance Company, Ltd., a corporation 


organized under the laws of the United Kingdom. 

of the outstandi n ^ storV n c r-p* ~ 

Ox Komney Finance Company, 

Ltd. was owned by Unex Investment Trust Limited throughout the period during 
which Romney Finance Company Ltd. owned any stock of Ininco, Ltd. Unex 
• 1,lveSl - n3nt TruSL Limited is a corporation organized under the laws of the 
United Kingdom. During the period in which Romney Finance Company, Ltd.' 
owned stock of Ininco, Ltd., no United States person (as defined in section 
957(d) of the Internal Revenue Code) owned, directly or indirectly under 
the rules of section 95S of the Internal Revenue Code, as much as 20 percent 
of any class of stock of Unex Investment Trust Limited and neither Intapco, Inc. 
nor any stockholder of Intapco, Inc. owned, directly or indirectly under 
suen rules, any stock of Unex Investment Trust Limited. 


- 3 - 
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(e) The first taxable year of Intapco, Inc. began November 22, 

1953, and ended on October 31, 1964, and its succeeding two taxable years 
ended on October 31, 1965, and February 24, 1966. The first taxable year ' 
of Ininco, Ltd. began on December 1, 1953, and ended on November 30, 1934, 
and its succeeding two taxable years ended on November 30, 1965, and Hay 3, 
1955. 

(h) The earnings and profits cf Ininco, Ltd. (computed in 
accordance with Treasury Regulations §1.1248-3(b)) were no greater than 
$801,835.43 (L2o7,809.4.0 at $2,786 per pound) for its taxable year ended 
November 30, 1954, and $941,143.17 (L337,811.12.4 at $2,786 per pound) for its 
taxable year ended November 30, 1965. The deficit in earnings and profits of 
Ininco, Ltd. (computed in_accordance with Treasury Regulations §1.124S-3(b)) 
vac at least $1,742,651.OS (8525,502.18.0 at $2,785 per pound) for its taxable 
year ended Hay 3, 1966. 

^i) The taxable income of Ininco, Ltd. (computed in accordance 
wi^h .treasury Regulations §1.1243-4(d)) was no greater than $817,975.17 
(L293,602.0.0 at $2,785 per pound) for its taxable year ended November 30, 
195-r, and $958,449.81 (8347,612.19.11 at $2,786 per pound) for its taxable 
year ended November 30, 1965. The taxable income of Ininco, Ltd. (computed 
in accordance with Treasury regulations 51.1248-4(d)) was zero for its taxable 
year ended Hay 3, 1956. 

(j) Ininco, Ltd. paid foreign income, war profits and excess 
profits taxes of at least $16,133.74 (85,792.16.0 at: $2, 735 per pound) 
wich res 7- ct to income corned during its taxable year ended November 30, 
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1954, 527,306.64 (19,801.7.7 at $2,735 per pound) with resy.ce to income 
earned during its taxable year ended November 30, 1955, end $20,248.65 

<17,268.0.0 at $2,735 per pound) with respect to income earned during its 
taxable year ended Kay 3, 1555. 

00 For the calendar year 1955, petitioners had a net short-ter 
capital loss of $6,475.73, a long-tern capital loss carryover of $1,457.67 
a capital gain dividend of $171.80, and a net long-tern capital gain of 

$1,039,448.83, Including a long-tern capital gain of $1,120,937.16 from 
the sale of stock of Intapco, Inc. 

WHEREFOREthe petitioners pray that this Court hear the case, 

determine that there is no deficiency in excess of $3,558.01 due from the 

petitioners for the calendar year 1966, and grant whatever other relief Is 
just and proper. 
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Power of Attorney 


I hereby appoint Edwin 
fact with full power to verify a 
respect to our joint and several 
the year 1965, and to take such o 
such proceedings as he shall deera 


C. Whitehead ny attorney in 
P2'-ihion to the Tax Court v;ith 
liabilities for income tax for 
ther action with respect to 
necessary. 


Dated: April 21, 1959 


(Sgcl) JOSEPH I?;? 
Josephine 


WHITEHEAD 

Whitehead 








OgBA. 


STATE OF irSW YCXK. 


/ • SS * 

EraKI C * WHITE IE AD, being duly sworn, soys that he is a 
petitioner in the above cause; that he has read the foregoing petition 

and is familiar with the statements contained therein, and that the facts 
stated are true. 

The foregoing verification is made'also on behalf of Josephine 
Whitehead, the other petitioner herein, who is absent from the United 
States. Such verification is pursuant to a power of attorney a copy of 
which is attached hereto, and which has not been revoked. 

Vesay Q .-MB'- iX ✓— 


Edwin C. Whitehead 


Subscribed and sworn to before 
r.e this /J^day of June, 1959. 


/7 * Notary Public 

’JOSiPHlf.’t O. ERiNKcRKOFr 

f.otJry Pjy,.-, 0 ; (::v , y 0 ;H 

No GO 5iGl*?,35 
QujV:c-d .n f,Yor-: County 
Ce~‘.! ..d , c Fi':t o V,'i»:cM;;ter Ccu".!y 
.Comm;>uiu*n t--? : .vs iVarch 3 3,1370' 
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TAX COURT OF TUT tTNTf.YV) O'TiTDU 


EDWIN C \&1'2Z*2XD and 

josefi ■ i:;e usiitsieaj, 


) 
) 

Petitioners, ) 

) 

) 


COMMISSIONER OF INTERNAL REVENUE,, 

Respondent c 


) 


filed 

1969 JUL 14 pm 4 


Doci'.ot lie, 1931'-69 

TAX c:i.rt 
OF Thf! 

UNITED STATES 


AIT3ir5R TO T^ETTT .CQIT , AS A TT'UTPEp 
THE RESPONDER?, in cnswar to the petition, aa a^ccndedp 
filed in the above-entitled case, adult a, denies and alleges 
a3 follows: 

1„ Admits the allegations of paragraph 1 of the petition,, 
as amendsd; cl lego s that their present residence is their legal 
residence; also alleges that tho notice of deficiency was mailed 
to tho petitioners at tholr last known acldrer.So 

2 b Admits the allogcticns of paragraph 2 of tho petition,, 
as asiondod, 

3° Admits that the Commissioner has dst ermine c! a deficiency 
in. ir.como tax for tho calender year 1966 in the amount of 
$454 p329o 70; denies the 'rouwdnin g alio gat ion:, of paragraph 3 of 
the petition, a:; sr.ror.-' cd: alleges that tho entire amount of tho 
deficiency is not in dispute« 

L’ r t (a) to (t:)„ inclusiveo Denies that tho respondent erred 
as cl I?) god in subparagraphs (a> to (c)Indus ivo, of paragraph 
J{. of tho petition, as amended, 

5o (a) Admits that petitioner Edwin C, Y'hi to be a<l had a 
distributive share of Donhack Realty Associates. a calendar nr 
partnersuip; denies tho remaining allegation:] of subparagraph 
(ft) of paragraph .9 of the petition, r.; rewinds <j . 












- ^ 3 ^-A-(b) Adrniuj that ^anhae , ' **»<> i a „ 

• jnjuC “ A^ealoy Acaoc-ator, contribucod 

property; demos tho remainin'"* aller"ii-'n«in K 

® ai_egamon.a of "ubpara^raoh (o) 

of paragraph 5 of tho petition, as acceded. 

(c) conies the allegations of subparagraph (c) of 
paragraph 5 of the petition, as amended. 

(a) A emits that on February 21 , 1966 , the petitioner, 
Edwin C. Uhitehead sold all of his stool: of Intapoo, Ir.o. and 
that at the tine of such sale, Intapoo, Inc. owned stool: of 
Inin.'o, Ltd., a corporation organised under the laws of the 
Uni tod Kingdom; denies the remaining allegations of subparagraph 
<d) of Paragraph 5 of tho petition, as amended; alleges that the 
tale of the stock of Intapoo, Ins. represented the sale of an 
Interest in a controlled foreign corporation, Ininco, Ltd. 

(e) Admits that at all times during which Intapoo, Inc. 

owned stock O^ Tr»in'*r> T - j 1 

_ -L—rno, Lode, Stock possessing $0 percent of the 

total combined voting power of all classes of stock of Ininco, 

Ltd. entitled to vote was owned by Homey Finance Company, Ltd. 

a corporation organised under tho laws of tho United Kingdom; 

denies the remaining allegations of subparagraph ( 0 ) of psra- 

graph 5 of the petition, ns amended u 

(i) A doits that all of the outstanding stock of homey 

finance Company, Ltd. was owned by Unon Ir.vostnent 'frust Limited 

ftnd tacit Unon Investmant t * 

~ a ' jt i,xu.itod xs a covpors.t5.cn organized 

under tho laws of the United Kingdomj denies the remaining 

allegations of subparagraph <f> of paragraph $ of tho petition, 
aa evaded,. 


- 2 - 


t 







- ^32A(fS) to (10, inclusive„ Denioa' ftho allocations of sub- 
paragraph 3 (g) to CO, inclusive, of paragraph 5 of tho po- 
tj tion, as attended, 

6„ Donioa Generally each ana ovary allegation of tho 
petition, as anondsd, not hereinbefore specifically admitted, 
qualifiod or denied, 

WIEKEFORE, it is prayad that tho deficiency doterminod 
by tho respondent bo in all rospoctn approved. 


^ K. MART III UORTEY^Q' 
Chiof Counsel, 
Intornal Rovenuo Sorvico, 


OF COUKSELs 

marvik e, haciit , 

Regional Counsel, 

ACA'i’IIA L, V0R3A1IC-2R, 

At to may. 

Into mil He von u 3 Savvico, 

26 Federal II as a (uth Floor 
Now Yor::, If* Y„ 1000? 
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united stat es tax court 
\ 


Estate of EDWIN C. WEISKOPF, Deceased, ) 

ANNE K. WEISKOPF and SOLOMON LIT' 7 ’, ) 

Executors, and ANNE K. WEISKOPF ,~' 

Surviving Wife, j 

) 

Petitioners, ) 

) 

V * ) Docket No. 1920-69 

COMMISSIONER OF INTERNAL REVENUE, 

) 

Respondent. ) 

EDWIN C. WHITEHEAD and \ 

JOSEPHINE WHITEHEAD, ) 

) 

Petitioners, ) 

) 

V * ) Docket No. 1934-69 

COMMISSIONER OF INTERNAL REVENUE, j 

) 

Respondent. ) 


STIPULATION OF FACTS 


It is hereby stipulated and agreed by and between 
the parties hereto, by their respective counsel, that for the 
purposes of these consolidated cases the facts hereinafter 
stated shall be taken as true, provided, however, that this 
stipulation shall be without prejudice to the right of any 
party to introduce upon the trial of these cases any other 
and further evidence not at variance with the facts herein 
stated and reserving the parties' rights to object, at the 
time of trial, to any and all portions of said stipulation 
and attached exhibits as they may deem to be irrelevant and 


immaterial. 
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■ Et . , . T 6 ° £ the UOrd " St ° ck ' or "share" i n this 

PO otion as descriptive only and does not constitute 

H a " iSSi0 " ^ reSPO " dent «- -ure oi the interest 
J-t represents. The usp nf +-k 

use of the words "sale” » 

, . • , sola, our- 

chased", etc in *.u- p 

“ Stl P“^tion in connection with the 
agreement with Hongkong Holdings Limited. „ hich aare 
ic . wnicn agreement 

6118 to herei n as Joint Exhibit 20-T is h 

only and does not constitute * ' escri Ptive 

_ t constitute an admission by respondent that 

, " h transaction was a sale. 

1 ' Petltloners “ Docket No. 1920-69 are Anne K 

ana —“«• - ™ and ac :; k - 
tutors of the Estate of Edwin C . Weiskopf 

ierred to as "Weiskopf",, „ ho aied . resi<Jent ' of ^ 

. ° n FetrUary 7 ' 1968 ' - *- *• Weiskopf, Weisko ; f 

surviving wife The i i eisxopf 

y ire. The legal residence of all such „. . 
at tho 4 . • 11 sucJl P e titior.ers 

the tlir ‘ e of the filing of the oetif 

New York. W " S NeW Y ° rk ' 

TOit h ^ Petltl ° nerS in Docket No. 1934-69 are Edwin c 
rr <herei — — t. as "Whitehead., and 

rr~;r° -—- - 

y iyb6 and maintained their 

the Hr, 4 .U 1 gal resi cence at 

ne time the petition in 

a * 1 CaSS Was f tied at 859 Forest 

Avenue, Kye, New York. 

J. Weiskopf and his wife timely filed t . . 

Federal incone ♦ a Y 1 d their Joint 

income tax return (Form 1010) f or the , 

I960 with the District ir ^lendar year 

Director for the Manhattan District 

*-2- 
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of New York. A copy of such Federal income tax return is 
attached hereto as Joint Exhibit 1-A and made a part hereof. 

4. Whitehead and his wife timely filed their 
joint Federal income tax return (Form 1040) for the calendar 
year 1966 with the District Director for the Manhattan District 
of New York. A copy of such Federal income tax return is 
attached hereto as Joint Exhibit 2-B and made a part hereof. 

5. Intapco, Inc. (hereinafter referred to as 
"Intapco") was incorporated on Novei^ber 22, 196 3 under the 

/.laws of the State of New York. A copy of the Certificate of 
Incorporation and By-laws of Intapco are attached hereto as 
Joint Exhibits 3-C and 4-D, respectively, and made a part 
hereof. 

6 . Upon the incorporation of Intapco, Whitehead 
subscribed to 70 shares of common stock of Intapco and he paid 
$7,000 for said shares, and Weiskopf subscribed to 490 shares of 
preferred stock of Intapco and he paid $49,000 for said shares. 

At the same time, Intapco and Weiskopf entered into an agree¬ 
ment, dated November 24, 1963. A copy of such agreement and 

of minutes of the meetings of the Board of Directors of Intapco 
held on November 24, 1963 and November 29, 1963, are attached 
hereto as Joint Exhibits 5-E, 6 -F, and 7-G, respectively, 
and made a part hereof. A copy of minutes of the meeting 
of shareholders of Intapco held on November 24, 1963 is 
attached hereto as Joint Exhibit 8 -H and made a part hereof. 

7. A copy of an agreement between Weiskopf, Whitehead 
and Intapco dated December 6 , .19 65, is attached hereto as 
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Joint Exhibit 9-1 and made a part hereof. 

8 . Intapco was formed for the holding of stock in 
Ininco, Ltd. (hereinafter referred to as "Ininco"). Intapco 
earned no income and did not file federal corporate income tax 
returns. It filed New York State franchise tax returns. 

9. Ininco, a corporation organized under the laws 
of the United Kingdom, was incorporated on November 28, 1963. 

It qualified as an Overseas Trade Corporation under United 
Kingdom law, and as such was exempt from United Kingdom income 
and profits tax on its trading income from outside the United 
Kingdom. A copy of the Articles of Association of Ininco is 
attached hereto as Joint Exhibit 10-J, and made a part here¬ 
of. A copy of a letter dated March 15, 1966 from Inland 
Revenue of the United Kingdom to Messrs. Touche, Ross, Bailey 
and Smart, and a copy of other documents from Inland Revenue of 
the United Kingdom dated February 28, 1966 are attached hereto 

as Joint Exhibits 11-K and 12-L, respectively, and made a part 
hereof. 

10. The share capital of Ininco was divided into 
three classes of stock as follows: (a) 250 Preferred Or¬ 
dinary Shares of 100 pounds each; (b) 250 Deferred Ordinary 
Shares of 10 pounds each; and (c) 175 Second Preferred Or¬ 
dinary Shares of 100 pounds each. From the inception of Ininco 
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and through February 24, 1966, Ro;nney Finance Company Limited 

, i 

,j 

(hereinafter referred to as "Romney") owned all the 250 Pre- 

j 

ferred Ordinary Shares of Ininco, for which it paid 25,000 S 

pounds, and Intapco owned all the 250 Deferred Ordinary Shares 
and all the 175 Second Preferred Ordinary Shares of Ininco, 
for which it paid 2,500 pounds and 17,500 pounds, respectively. 

As provided in the Articles of Association of Ininco, the 
Preferred Ordinary shares and the Deferred Ordinary shares were 
entitled to one vote per share and a majority of each such class 
of stock was entitled to appoint not more than two directors of 
Ininco. The Second Preferred Ordinary shares had no voting 
rights. During all periods relevant to this proceeding the 
Board of Directors of Ininco consisted of four directors. 

11. Ininco sold, in V. 7 estern Europe, "AutoAnalyzers" 
manufactured by Technicon Instruments Company, Ltd., a corpora¬ 
tion organized under the laws of the United Kingdom. The 
"AutoAnalyzers" were manufactured under patent rights held by 
Technicon Instruments Corporation, a New York corporation wholly 
owned by Weiskopf and Whitehead. Technicon Instruments Company, 

Ltd. was a wholly-owned subsidiary of Technicon Instruments 
Corporation. 

12. Romney, a corporation organized under the laws 
of the United Kingdom, was incorporated on November 28, 1962. 

At all times relevant to this proceeding all of the outstanding 
shares of Romney were owned by Unex Investment Trust Limited 
(hereinafter referred to as "Unex"), a corporation organized 
under the laws of the United Kingdom. A copy of the Memorandum 
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and Articles Oi Association of Romney is attached hereto as 
Joint Exhibit 13—M and made a part hereof. 

'13. At all times relevant to this proceeding, 
no United States person (as defined in section 957(d) 
of the Internal Revenue Code) owned, directly or indirectly 
under the rules of section 958 of the Internal Revenue Code, 20 
percent or more of any class of stock of Unex and no stockholder 
of Intapco owned, directly or indirectly under such rules, any 
stock of Unex. 

: 14. An agreement dated November 29, 1963 entitled 

"Shareholders Agreement" was entered into between Intapco, 

Romney and Ininco. A copy of this agreement is attached hereto 
as Joint Exhibit 14-N and made a part hereof. 

15. The first taxable year of Intapco began on 
November 22, 1963 and ended on October 31, 1964, and its suc¬ 
ceed^. two taxable years ended on October 31, 1965 and 

r 

Febru 24, 1966 respectively. 

16. The first taxable year of Ininco began on 
December 1, 1963 and ended on November 30, 1964, and its 
succeeding taxable year ended on November 30, 1965. 

17. There was no written agreement between Ininco 
and Technicon Instruments Company, Ltd. relating to the sale of 
"AutoAnalyzers" by Ininco for an extended period of time beyond 
the fulfillment of orders. 

18. The special treatment accorded by the United 
Kingdom to Overseas Trade Corporations was abolished by legis¬ 
lation enacted in 1965 and effective as of April 6, 1966. 
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19'. In June, 1965, Griffin, Lynch & Co. j a firm of 
chartered accountants whose main office was in Dublin, Ireland, 


applied to the Republic of Ireland on behalf of Technicon 


r 

Instruments Corporation for a grant which was offered by the 


Government of Ireland in August, 1965. In 1966 "AutoAnalyzers" 


were manufactured and sold by Technicon (Ireland) Ltd., an Irish 


i 

corporation wholly owned by Weiskopf and TechniconjInstruments 


Corporation. The Irish tax laws applicable to Technicon 


(Ireland) Ltd. provide for a complete abatement until December 31, 


F 

1981 of corporate income and dividend withholding taxes on pro¬ 


fits derived from its sales of products manufactured in the 


V 


Republic of Ireland but sold elsewhere. 




ibx u a x 

21. A copy of minutes of the meeting of, the Board 


of Directors of Intapco held on February 21, 1966 is attached 


i 

hereto as Joint Exhibit 15-0 and made a part hereof. A copy 


of che resignations from the Board of Directors of Intapco 


of VJeiskopf, Whitehead and James J. Roros, dated February 21, 


1966, are attached hereto as Joint Exhibits 16-P, 17-Q, and 


« 

18-R, respectively, and made a part hereof. A copy of the 


minutes of the meeting of shareholders of Intapco held on 


February 24, 1966 is attached hereto as Joint Exhibit 19-S 


\\ 


and made a part hereof. 
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22. A copy of an agreement between Weiskopf, Whitehead 
and HongKong Holdings Limited dated February 21, 1966 is atta~‘ ■■€ 
hereto as Joint Exhibit 20-T and made a part hereof. 

23. Weiskopf and Whitehead received the following 
amounts from HongKong Holdings Limited pursuant to the agree¬ 
ment dated February 21, 1966, referred to above as Joint 


Exhibit 20-T. 


March 1, 1966 
March 15, 1966 
March 16, 1966 
March 22, 1966 
March 22, 1966 
March 23, 1966 
May 4, 1966 

Total 


$ 100 , 000.00 
500,000.00 
681,273.02 
450,000.00 
150,000.00 
249,620.13 
124,976.18 

$2,255,874.33 


The total amount received by Whitehead for his stock in Intapco 
was $1,100,654.16. The total amount received by Weiskopf for 
his stock in Intapco was $1,155,220.17. 

24. Whitehead's basis for his investment in Intapco 
was $7,000.00. Weiskopf's basis for his investment in Intapco 
was $49,000.00. 

25. If it is determined that Ininco was a controlled 

fo^^ign corporation within the meaning of section 957 of the 
Internal Revenue Code and that Whitehead and Weiskopf are tax¬ 
able provided in section 1248 of the Internal Revenue Code 

res r if stock of Ininco, then for the purposes of section 
1248 of the Internal Revenue Code: 
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(a) The earnings and profits of Ininco (computed in 
accordance with Treasury Renulations issued under section 1243 of 
the Code) for its taxable years ended November 30 1964, and 

November 30, 1965, were $801,836.43 and $941,143.17, respectively, 
xhe earnings and profits of Ininco (so computed) for its last 
taxable year were $500,078.92 unless the amounts of 500,000 
pounds and 305,000 pounds referred to in Joint Exhibits 28-BB 
and 29-CC were distributions out of earnings and profits within 
the meaning of Treasury Regulations section 1.1248-3(b)(3). 


(b) The income, war profits and excess profits 


“-A 


7-^j 


:\- 

taxes paid by Ininco ^orYts “tiiSle ’yea^T'iKdld November 30 

1964 and November 30, 1965, were $16,138.74 and $27,306.64, 

respectively. The income, war profits and excess profits 

1 oTtft-n n!* * -tie s rwr*s / ^ , 

taxes paid by InincoJ for its last taxable year were $20,24 8.65. 

f/u, 

(c) For the purposes of the computation under 
section 1248(b)(2) of the Internal Revenue e de, Weiskopf 
and his wife had (without regard to the Intapco transaction) 
a loss of $143,877.32 from the sale or exchange of capital 
assets, and Whitehead and his wife had (without regard to the 
Intapco transaction) a loss of $89,250.88 from the sale or 
exchange of capital assets. 

26. Copies of the following documents are attached 
hereto as Joint Exhibits and made a part hereof: 

(a) Joint Exhibit 21-U, minutes of the first 
meeting of directors of Ininco held on November 29, 1963. 


-9- 






044 A. 


(b) Joint Exhibit 22-V, minutes of the meeting 
of directors held on November 29, 1963. 

(c) Joint Exhibit 23-W, minutes of the meeting 
of directors of Ininco held on December 12, 1963. 

'(d) Joint Exhibit 24-X, minutes of the meeting 
of directors of Ininco held on June 10, 1964. 

(e) Joint Exhibit 25-Y, minutes of the meeting 
: of directors of Ininco held on November 25, 1964. 

(f) Joint Exhibit 26-Z, minutes of the meeting 
of directors of Ininco held on March 14, 1966 at 10:30 A.M. 

(g) Joint Exhibit 27-AA, minutes of the meeting 
of directors of Ininco held on March 14, 1966 at 11:00 A.M. 

(h) Joint Exhibit 28-BB, minutes of the meeting 
of directors of Ininco held on March 14, 1966 at 11:30 A.M. 

(i) Joint Exhibit 29-CC, minutes of the meeting 
of directors of Ininco held on March 21, 19 6. 

(j) Joint Exhibit 30-DD, minutes of the extra¬ 
ordinary general meeting of Ininco held on March 23, 1966. 

(k) Joint Exhibit 31—EE, balance sheet of Ininco 
as of *' ✓ember 30, 1964. 

(l) Joint Exhibit 32-FF, profit and loss statement 
of Ininco for the period ended November 30, 1964. 

(m) Joint Exhibit 33—GG, balance sheet of Ininco 
as of November 30, 1965. 
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(n) Joint Exhibit 34-HH, profit and loss statement 
of Ininco for the period ended November 30, 1965. 

(o) Joint Exhibit 35-11, balance sheet of Ininco 
as of March 23, 1966. 

(p) Joint Exhibit 36-JJ, profit and loss statement 
of Ininco for the period ended March 23, 1966. 

(g) Joint Exhibit 37-KK, summary of the transac¬ 
tions of the liquidator of Ininco during the period March 23, 

1966 to May 26, 1967. 

27. The profit and loss statements of Ininco, referred 
to herein as Joint Exhibits 32-FF, 34-HH, and 36-JJ, reflect 
that Ininco's "Gross Profit" percentage on sales in the periods 
ended November 30, 1964, November 30, 1965, and March 23, 1966 
were 27.4%, 28.7%, and 28.5%, respectively. 

'28. During the period 1963 through 1966: 

(a) The directors of Romney and Unex were: 

H.H.S. Mygind 
Mrs. R.K.E. Graham 

H. C. Baring 

I. G. Schmiegelow 
B. Franklin 

R.C. Thornton (from April 1, 1964) . 

• (b) The directors of Technicon Instruments 
Company, Ltd. were: 

Edwin C. Weiskopf 
Edwin C. Whitehead 
William Robert Carr 
Leslie James Evans 
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29. The directors of Ininco during the period 

November 29,- 1963 to March 14, 1966 were: 

> 

Edwin C. Whitehead 
Edwin C. Weiskopf 
Bernard Franklin 
Maurice Goldwater 

30. The exchange rate during all years relevant to 

these proceedings was 2.786 dollars to one pound. 

31. Weiskopf and Whitehead each had a 50 percent 
distributive are of income, gains, losses, deductions and 
credits of aunhack Realty Associates ("Benhack"), a calendar 

year partnership, for the calendar year 1966. 

32. During 1966 Benhack contributed property to or¬ 
ganizations, contributions to which are deductible under section 
170 of the internal Revenue Code. Weiskopf and Whitehead each 
claimed a contributions deduction of $86,196.75 as his distri¬ 
butive share of the Benhack contributions. The Commissioner 
reduced each such contributions deduction to $28,350. The con¬ 
tributions deduction allowable to each of Weiskopf and Whitehead 
as his distributive share of the Benhack contributions is 

$43,596.26. 

33. Weiskopf and Whitehead each claimed $16,263.10 as 
his distributive share of Benhack ordinary loss for 1966. The 
Commissioner reduced each such distributive share to $10,063.10 
by (a) disallowing a $12,000 partnership deduction for legal 
and professional fees and (b) reducing a partnership depreciation 
deduction from $1,500 to $1,100. The partnership deduction for 
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le^al and professional fees was properly disallowed. The part¬ 
nership depcoci^R^^^ ‘$1,240.00. mere - 

fore Veiskopf and Whitehead each had a $10,133.10 distributive 
share of Benhack ordinary loss. 

^‘ e Payments to Associated Company referred to 
m tne minutes of the board of directors of Ininco of March 14, 
19oo (c.y.. 26-Z) and the profit and loss statements of Ininco 
(c.:<s. 32-irF and 36-JJ) were payments to Technicon Instruments 
Company, Ltd. made pursuant to meetings with the Inland Revenue 
Authorities who considered the earnings of Technicon Instruments 

Company, Ltd. and Ininco and requested that the adjustments be 
made. 


* 
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' awln c * Khitchcad, 65 Vista Driv, 


Greenwich, Connecticut. 


DIRECT EXAMINATION 



E7 HR. GOLDFEi:-,*; 


Q Hr. Whitehead, are you one of the Petitioners in 


this case? 

A I aru 

Q teat is your occupation, ;.!r. Whitehead? 

A I'n Chairnan of the Board of tho Toclmicca 

Corporation anti its associated companies. 

Q teat are your affiliations, Ur. Whitehead, nrith 

organizations unrelated to Techaicon and its subsidiaries?. 

A Well, I'n, a Trustee of Sew Tori: University and 

also of Rockefeller University and l'„ on the Board of 

Governors of tho United lotions Association and on tho Board 

of Trustees aad Executive Comittoo of*the Institute for 

Iutcmatioaai Education. In addition t«, .- ^ 

au aociuion, I'm on tue Board of 

•*OOtzCi^oij"Cci.* Uvl} r *n t j.i t • , 

. the i-cstcnootor Cancer* Society 
a n — b0i of local cr-naisations. 


Q Bur-ii- the yearn 1053 through 1.036, Hr. Oh it chord. 


I 



# 


t 
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what was your occupation? 

A I v/us President of Technicon. 


Q Is Technicon Instruments Corporation today a listoc 


comp any? 

A Yes, it is. It's listed on the Nov/ York Stock 
exchange. 

Q And during the period 1963 through 1963, v/as 
Technicon Instruments Corporation a listed company? 

A No, it wasn't. 

Q V* r ho owned the shares of that company at that time? 

A My father and myself. 

Q Mr. Whitehead, so that the Court can have a 
background of the nature of the business aud the history of 
Technicon Company, would you please, as briefly as possible, 
describe come of the background and its present situation? 

A The Technicon was founded in 193D by my father and 
I' joined in six months later. We were in the business of 
making scientific instruments primarily. The major instrument] 
were used in medical things. Our biggest success, started in 
1957 with the advent of the autoanalysor. The autoanalyser i 
an instrument that performs automatic chemical analysis and 


it was origin all/ 1 devised to perform such analysis in blood. 

*■ 

Today it's widely used. There are multi-thousands of them 


in use in hospitals around the world. I would say it's more 
common than uncommon in hospitals, hospital laboratories and 
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running ahead of that 


Q Thank you. Nov;, during the period, and v/o'll try 
to focus in on the period 19(53 through 19C6, but during this 
period, in what countries did Techuicon Instruments Covporatic 
have manufacturing facilities? 

A Prior to 10G3? 

Q No, I first would like to know, during this period 

A The U.K., the United Kingdom and the United States 

Q No?/, insofar as the U.K. facility, was that in 

Tedmicon Instruments Company, Limited, a U.K. corporation? 

A Yes, it was. 

Q Now, prior to 19G3, for which markets did tho U.K. 
facility, Technicon Instruments Corporation — Company, 
Limited, manufacture products? 

A For the U.K. and I think, to some extent, to tho 
Commonwealth because of preferential tariffs. 

Q Prior to 1963, for which markets did tho U.S. 
facility, Technicon Instruments Corporation, manufacture 
products? 


A nr 


Tho world market with the exception of course of 


the U.K. and some Commonwealth countries. 

*» 

Q Prior to 19G3, the U.K, facility, Technicon 
Instruments, Limited, was a limited one in terns cf 
production; is that right? 


*" \\ . ”* 


A 


Yes. 
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Q Nov/, what was Ininco Limited? 

A It was what is called in Great Britain, an 
overseas trading corporation. I think this is, in response 
to legislation by tho British Government to encourage exports 
there were certain favorable conditions under which an 
overseas trading corporation could operate. 

Q Now, who owned Ininco? 

A Ininco was owned by Romney Holdings — Romney 
Finance, I'm sorry and Intapeo. 

Q And uo you recall who owned Intapeo? 

A Intapeo was owned by ray father and myself. 

Q Intapeo was a D.S. corporation, is that right? 

A It was. 

Q What was your purpose in establishing Ininco? 

A To take advantage of the benefits offered by the 
British Government which allowed us to build up capital to 
finance our rapidly expanding export business, our sales in 
countries other than the D.S. 

Q Did this coincide with your decision to expand the 
U.K. manufacturing facility? 

A It certainly did. 

Q And who advised the formation of Ininco? 

A What individual? 

Q Yes. 

A 


Mr. Carr and our tax advisor there as well. 
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• Q Who is Mr. Carr? 

A Mr. Carr in Mr. Robert Carr, hc'c a solicitor. 

At that tine ho was working with E.P. Turner, a hundrod-yoar 
old firm of solicitors in London. That's who Mr. Carr is. 

Q And when you established Ininco, how long did you 
expect it to continue? 


A 


Forever. 


Q tfas it to be a permanent part of your overall 
operation? 

A It was rather a basic part in our business stratogj 
It was necessary for us in order to finance our rapidly 
expanding operations all over the world, to extend credit to 
our suppliers as a form of capitalization. 

Q And was the tax deferral going to assist this? 

A It was a rather important part of our business 

strategy. 

Q In other words, Mr. Whitehead, the cash available 
would be greater, is that right? 

A Much. 

Q From whom did Ininco purchase the autoanalyzers 

curing the period 19G3 through 10GG? 

A The Technicon Instruments Company, Limited. 

Q And during this same period, to which markets did 
Ininco sell? 

Ininco sold to world markets, everyplace outside 
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of tho United States. 20 

« "O'.', you mentioned Romney Finance; what wan 

Romney Finance? 

\ 

Romney Finance was a subsidiary of a public 
company in Croat Britain Known as L’ncx. 

Q A " d ° an y° u re oall what tinox was? 

" " e11 - UneX iS “ Ilat ls *»» in England as an 

investment tmet i 

- -uca is a rather similar thing to our 

mutual funds, I'd say. 

Q And who introduced you to thf» 

y u to the representatives of 

Romney? 

A iir. Carr. 

Q AS y ° U Ca “ rOC111 ' IIr - 'behead, Why was Romney 

approached to participate in tho capital of mi„ co? 

A DSOaUSe “ under tho U.K. law, as , 

*>tand xt, to have a partner to qualify as an CTC. 

Q Ann who gave vo*i , . 

n-ve you that advice? 

MS. VORSARGER: Your honor, I wish to „ni-.o it 

clear that I am not objoctinp- tn + w 

J-ctm B „o those questions nnd answers 

because I'n assuming that this i Q , 

vnat this is taken only f or this 

Petitioner’s understanding of what th~ w „ 

- luv was and not what 

in effect, the law was. 

THE COURT: Ve- . 

• G ° ahe!,d - P^ocood, .Mr. Coldfoin 
EY MR. GCLDFEIh*: 

Q W: ° aUVl:i, ' d you or ti,ld requirements as to the ,aw 
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Q 

you met? 


.. 1 1 -L. _ ' ' 

M « 

Mr. Carr. __ Oj^SA. 

And who was the representative of Romney with whom 


A Mr. Bernard Franklin. 

Q Ana do you recall what Mr. Franklin's position was 
with Romney? 

A I know he was a director, he could have been 
Managing Director of Fortney and ho v/as also a director of the 
parent Unex* 

Q Who conducted the negotiations with Mr. Franklin 

of Romney? 

A Mr. Carr. 

Q And who made the final decision to close the deal 
with Romney? 

A My father and myself. 

Q Now, getting to your father, what was your father' 
role in these negotiations? 

A Re didn't have an active role in the negotiations 
but he certainly had a very active role in the decision 
making. 

Q Did you meet with Mr. Franklin at any time in the 
course of these discussions? 

A Yes, once than I remember at the Connaught* Hotel 
in London. 

Q And how much voting rights were offered to Romney 


in 
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l in J.nineo? 


A 50 por cent. 


•\ ■ Q An-’ ca^ ?'j. recall why Romney was offered this 50 

4 per cent of the votin„ rights in Ininco? 

5 A To comply with the B.itish regulation. 

i 

Q V7Lio advised ycu that this war necessary? 

7 A Mr. Carr. 

8 Q \rhat concerns did you have in having Romney a 50 

9 per cent — having 50 per cent of the voting rights in Ininco" 

10 A I had many reservations about it and was very 

11 reluctant to provide it. V:'e had, for 30 years, operated a 

12 business with no outside investors, ever and ray father and 

1.3 myself and this was a first and we were very, very reluctant 

li to do so. And it was a marked question in our minds, a 

15 matter of balancing tiro benefits of the overseas trading 

Lu corporation versus the detriment of having an equal partner 

17 in one of our corporations. 

16 Q Wow did you think this might affect the possibility 

10 of tying up capital? 

!0 *'- s - VORSAUGER: Your Honor, I object to that 

d question as speculative. 

WR. GOLDFEIU: Your Honor, I'm trying to get at 
!3 tno thinking of 'Ir. YThitohoad iu his consideration of having 
it Romney as a shareholder. It's not speculative, he'll 
’> testify whether it's speculative. 
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THE COURT: Objection overruled. You may answer. 
THE WITNESS: Would you repeat the question? 

BY HR. GOLDFEXN: 

Q The question .i?, how did it affect the tying up 


of capital. 

A jL- at, of course,was one of our major considerations 
in having an equal partner. You must remember v/e were an 
American company, two Americans making a deal with 
essentially a stranger in Groat Britain and this deal was 
over a rather important aspect of our overall business 
strategy, namely, the ability to build up enough capital to 
finance our foreign operations which today are almost 50 per 
cent of our total operation, total sales. And, if we had a 
falling out with Mr. Romney, I think he could have rather 
effectively have tied up the operation of our business, 
certainly tie up the capital. So, we v/oie very tense, to 
use the vernacular, about doing that. 

Q You used the term Ur. Romney, I think you meant 


Mr. Fr "kiln. 

A Well, with Romney Finance or Mr. 
one or both. 

y Mr. 'Whitehead, what v/as your U.S 

in giving Romney 30 per cent of the voting 
A There weren't any. 


Fr anklin, either 


. tax consideratio 
rights? 


Q Did you or your father, to youi’ knowledge, 
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individually or through any agent, make any written or oral 
agreements with any representative of Romney regarding how 
they should exercise Romney's voting rights? 

MS. VORSANGER: I object to part of that question 
at least insofar as it relates to his father as no foundation 
was made for that question, Your Honor, as to whether he had 
any knowledge. 

THE COURT: Objection sustained. Restate the 

question. 

BY MR. GOLDFEIU: 

Q Did you make any written or oral agreement with 
any representative of Romney regarding how Romney should 
exercise its voting rights? 

A No, we did not. 

Q To your knov/ledgc, did your father make any such 
agreement? 

A No, he did not. 

Q Is your father living? 

A No, he is not. 

Q Yfhon did he die? 

A 1903. 

Q To your knowledge, did any entity of which you 

were affiliated or your father was affiliated, make any such 

agreement? 

A No. 
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Q Did any a'rant of yours make any such agreement? 

A Mo, not that I know of. 

Q Was there any oral or written agreement or 
understanding that Ronniey would not vote its shares or \/ould 
vote then in 'a certain way, to your knowledge? 

A No. 

Q Was there any oral or written agreement or 
understanding that Romney would vote its shares in accordance 
with instructions or desires of you? 


A 

Q 

A 


No. 


Of your father, to your knowledge? 


Q Of Technioon Instruments Corporation, to your 
knowledge? 

A No. 

Q Any other person designated by you, to your 
knowledge? 

A No. 

Q Either prior to or after Romney's investment in 

Ininco, to your knowledge, was there any financial relation¬ 
ship other than the investment in Ini co between Unox or 
Romney on the one hand and yourself or your father on the 
other hand? 

A No, there was not. 

M3. VOK3ANGER: Excuse no. Your Honor. Could I 







havo that question and answer repeated? It was a lengthy 

I 060A 

question and I missed the significance of it. 

THE COURT: All right, Ur. Reporter, will you 
have the question and answer played back? 

(VTiereupon, cho ponding question and answer 

were played hack.) 

THE COURT: You may proceed. 

MR. GOLDFEIN: Thank you. 

BY MR. GOLDFEIN: 

Q Mr. Whitehead, can you recall why you sold 
Intapco? 

A Yes, the regulations in Great Britain changed 
which no longer gave us the benefits of Ininco*; 

Q And can you recall how the sale of your Intapco 
shares were carried out? 

MS. VORSANGSR: It's understood,Your Honor, that 
the characterization of the transaction of the sale — 

THE COURT: I understand. We'll call it a sale 
for the purposes of this trial. I understand yoxir position, 

BY MR. GOLDFEIN: 

Q Let me repeat the question. Do you recall how 
your sale of Intapco shares was carried out insofar as who 
you sold it to? 

A They were sold to a company that I believe was 
called Hong Kong Holding. 











n n 
o u 


Q Did you have any interest in Iloug Kong Holding? 

a Ko. 1 C61A. 

Q To your knowledge, did your father have any 
\ 

interest in Koug Kong: Holding? 

v 

A Ko. 

Q After Iniaco was — you realized that rninco would 
lose their overseas trade corporation benefits, what efforts 
did you make to preserve the cash flow benefits which would 
be lost after the OTC benefits were eliminated in *6C? 

A we searched about for a substitute and finally 
settled on, in Ireland, where we went through rather dramatic 
procedures ox setting up a substantial manufacturing plant 

and moving a major part of manufacture from England to 

V ! 

Ireland. 

I 

Q Did you receive a tax exemption in Ireland? 

A Yes, we did. we made an arrangement with the 

'*•* ‘ I 

Irish Development Authority which gave us a number of benefit: 
among which, and certainly very important, was the tax 
abatement for a ten year period. And we also were given a 
grant for capital to build the plant of 100,000 pounds and we 
were given* rather substantial training grants*. Yr’e tool: 
girls off the farms in Ireland and taught them to be glass 
blowers which was a big effort. 

Q Fundamentally, what was the difference insofar as 


taxation bolwven the operation in Ireland as compared to the 











prior operation in the United Kingdom? * GG^A- 

l!3. VORSANGZP.: I thinlc I’m going to object to 

that question, Your Honor. 

THE COURT: Yfhat's the relevancy of it, Mr. Goldfcip? 
}.IP.. GOLDFEIN: In the stipulation, we have 
stipulated that Ireland cane in after the United Kingdom. I 
want to complete the record so that we know exactly v/hat 
happened when we formed Ireland and what th*> ifference was 

between Ireland, and the United Kingdom. 

THE COURT: You mean the difference between the 

operations in Ireland arid the operations in the United 


Kingdom? 


MR. GGLDFEIN: No, it's really a matter of 



finishing out the record. In the United Kingdom there was 
the t?.x exemption on the selling end whereas iu Ireland 
there was a tax exemption on the manufacturing and the 
selling end of it. 

THE COURT: It's stipulated and it’s*in the 

Stipulation and I think that’s enough or that. 

MR. GOLDFEIN: Okay, fine. I think I might just 
ask this question. Did the tax exemption in Ireland cover 
your entire operations insofar as manufacturing in Ireland? 
THE WITNESS: Manufacturing and celling. 

DY MR. GOLDFEIN: 

O And v/hat became of your manufacturing facility m 
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the. United Kingdom? 
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MS. VOltG ANGER: Your Honor, we’ro really getting 
far afield hero. 

MR. GOLbrCIN: No, we’re not, Your Honor. Let mo 
s„ai.e right now that the Government counsel way very vehement 
in forcing a Stipulation on — 

MS. VORSANGER: Oh, I object. 

lih. COLDFEIN: — Ireland and if Ireland is going 
*”0 he stipulated in this record, I want the entire picture to 
be explained. 

MS. \ OhS.u«GER: I might add that any vehemence was 
occasioned by the lack of cooperation and failure to produce 
records and if you want to start a dispute on that, we'll air 
the whole thing. The fact is that the matter has been 
stipulated and the Stipulation speaks for itself. 

Mil. GOLDrEIN: Well, the Stipulation does not — 

THE COURT: Just a moment. I don't recall, is 
there anything in the Stipulation as to what happened to the 
manufacturing operations in the United Kingdom? 

MS. VORSANGER: No, Your Honor. 

THE COURT: There isn't? 

MS. V0R5AKGEP.: No. 

THE COURT: I would like to know. You're 
overruled, na'an. I 


MU. GOLD! hlh: Lot me rcphrn.se the Question, Mr 


h 
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Whitehead. What became of the manufacturing operations in 

tho United Kingdom after you commenced operations in Ireland? 
f 

VilE WITNESS: It shrunk considerably. V»e 

\ 

continued to manufacture but on a much smaller scale merely 

\ 

for tho British home market because, to protect our patents. 
The patent law is such in England that you have to use a 
patent to — 

TIIE COURT: Is it still in operation today? 
r TIIE WITNESS: I think we wound it down with tho 
expiration of tho basic patents. 

TOE COURT: You may proceed. 

MR. GOLDFEIN: Thank you, Mr. Whitehead. v ou may 
cross examine. 

MS. VOftSANGER: Your Honor, may I have a five- 
minute recess? 

THE COURT: Yes, v/e'll take a five minute recess. 
(Whereupon, a short rccoss was taken.) 

MS. VORSANGER: May I proceed. Your Honor? 

THE COURT: Yes, you may. 

CROSS EXAMINATION 
DY MS. VORSAHGER: 

Q Your testimony this morning was that during 10G3 
through 'GG, you were the President of Technicon? 

A That's true. 


Q 


VTho was the Chairman of the Hoard? 





1 
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.*. My father. 

Q This would bo all the Tochnicon corporations? 

A Well, most of them. There may have boon minor 
operations — 


i. 


8 

9 

10 

11 


12 


13 

14 
j5 
1G 
17 
13 
19 


20 


21 


• > > 


23 


24 


Q Who were the officers, first of Tochnicon 
Instruments Corporation? 

A My father and myself. 

Q That's all? 

A I believe so. 

Q Was Mr. Evans an officer or employee of Technicon 
Instruments Corporation? 

A I don't believe he was an employee of Instruments 


Corporation. 

Q Was he a director of Instruments Corporation? 

A I don't believe so. 

Q Who were the officers of Tochnicon Instruments 


Limited? 

1 1 think Mr. Evans and myself and my father. 

There might hav been a fourth director. 

Q Director — I'm asking you about officers. 

A Oh, I'm sorry. I think the answer is the same. 

Q The same. Mow, was Mr. Evans the operating head 

of Tochnicon Limited? 

A Yes, ho was. 


Mow 


Q 


ho was also an alternate director of Ininoo, 
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was ho not? 

A No, I don't believe he was. 

MR. GOLDFEIN: Ejccuso me, I think tho documentary 
evidence explains who the dlx'cctors were and the alternate 
directors. I think this type of inquiry, if it's in the 
record, really isn’t appropriate. 

THE COURT: I think it's iii the Stipulation, isn't 

it? 

MR. GOLDFEIN: Yes. 

BY MS. VOR. r iNGER: 

Q Mr. Evans — who were the officers of Ininco? 

A I don't remember. I don't remember. Hr. Evans 
undoubtedly was. 

Q Mr. Evans undoubtedly was. 

A Yes. Ask Mr. Carr. 

Q Y/ell, who ran Ininco for you? 

A Mr. Evans for all intents and purposes. 

Q Mr. Evans. That would mean that he was the 
Managing Director of Ininco? 

A In practice, certainly. 

Q Now, did Ininco — 

MR. GOLDFEIN: Excuse me, Your Honor, I just want 
to make one point here because Counsel has just led the 
witness into — 

MS. V0R3ANGER: It's cross examination. 
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MR. GOLDPEIN: No, I realise that but the 
Stipulation refers to v;ho the directors aro, Mr. Evans was no 
a director. I think Mr. Y.’hitohead's response was proper in 


4 

5 

li 

7 

8 
9 

10 

11 


practical application, ho was like a managing director but he 
was not a director. lie was an alternate dix'cctor. The 
Stipulation clearly sets this forth. I’m only saying this so 
that v;g can have a clear testimony. 

MS. VORSAKGER: I'm seeking to elicit some testirao 
from the witness. 

THE COURT: You may continue, i.Is. Vorsangcr. 

MS. VOP.SANGER: It really is not the occasion for 


12 


Counsel to testify. 


13 


14 


15 

1G 

17 

18 
19 


20 


21 


22 


23 

21 


BY MS. V0E3ANGER: 

Q Now, Inineo, as I understand it, Mr. Y/hitohead, 
did not have its own separate corporate headquarters, is that 
correct, in England? 

A Separate headquarters? I don't believe so. 

Q It v/as basically operated out of the Technicon 
Instruments Limited office; is that not correct? . 

A It had an office in Holland*. That "ould have been 
the corporate headquarters. I'm not sure of the arrangement 
but Mr. Carr v/ould probably know. 


Q But in England, insofar as its operations in 
England, they wore conducted out of the Technicon Instruments 


L irn i t o d office; 


is that not correct? 









A * 




A I believe so. 


I OgSA 




Q how, tho employees of Iniuco were basically sales 
people, is that not correct? 

A I would thin!: so, yes. 

Q . n O'.v, I would like to elicit cone testimony iron yo; 
lir. Whitehead, as to the patent rights to the autoaaalyzor. 

We have stipulated that they were owned by Tecbnicoa 
Instruments Corporation. Now, I'd like to backtrack a little 
bit. The employees of Ininco that we have just seen were 
mostly salespeople; were they, when you first formed Ininco, 
had they been employees of Teclmicon Instruments, Limited? 

A I think Technicon Instruments, Limited and a bunch 
of other companies. 

Q Other Technicon companies? 

A Perhaps. 

Q Now, we go back to the patent rights. The 

Stipulation indicates the patent rights to the autoanalyzer 
v/as owned by the United States Technicon; is that correct? 

A Yes. 

Q Did Technicon Instruments Limited have a written 
licenoe i-o manufacture tne autoanalyzer? 

A I don t recall specifically. I would imagine so. 

Q Well, tell us about it. 

A I don't recall it, I'm sorry. I don't 

recall the specific nature of an agreement* 


V 
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but I assume that there would have boon an agreement. 

Q You ass mao there would have boon a written 
agreement? 


A I assume so, yes. 

Q Could wo have that agreement produced? 

A I can't answer you. I don't know. If wo can find 
it, certainly. 

!IR. GOLDFEIN: Excuse me. Your Honor. Your Honor, 
I don't thinl; this is a proper cross examination question. 
Could we have it produced? We're at trial here and I don't 
thinu that's — the question was asked. lie answered it. 

MS. VORSAIIGER: Is there an objection to the 
question? I don't understand those constant comments of 
Counsel. I asked the question. If the question is 
objectionable, that's one thing. If he doesn't like the 
answer, it's too bad. 

MR. GOLDFEIU: Your Honor, I didn't hear the 
answer. The question is objectionable. 

THE COURT: The question wasn't objectionable. I 
moan, what's the relevancy of it, Ms. Vorsanger, whether 
there was a written license; whether or not Tochnicon 
Instruments Limited had a written license to manufacture the 
autoanalyxers? 


MS. YOHSAHGEIl: Y/cll, Your Honor, because wo’vo 
boon trying to find cut whether or not there is such u wrLtte 
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license and wo haven't boon able to pot one. 

THE COURT: Well, they did manufacture the* 
autoanalyners. 

N 

MS. VORSANGER: Yog, but with respect to the 
control. It's relevant with respect to the control because 
it further demonstrates the total control by the individuals 
of the patent rights and how they couid cut out Romney at 
will, as they in fact did. And I think this is just .another 
little peg in the whole pattern. 

THE COURT: !.lr. Goldfein? 

MR. GOLDFEIN: Your Honor, I invite your attention 
to paragraph 11 of tho Stipulation which, I think, quite 
clearly shows that tho U.S. corporation held the basic patent 
rights and the autoanalyzers were manufactured under those 
rights. 

THE COURT: So, apparently, there wasn’t any 
written agreement. Go ahead, Ms. Vorsanger. 

BY MS. VORSANGER: 

Q Now, Tochr.icon Instruments Limited, Mr. Whitehead, 
was formed approximately when? 

A I believe it was either 1055 or *58, I’m not sure 

which. 


0 


And you said it manufactured and sold vntil 10C3. 


1 
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iu 'G3, the manufacturing operation for world operation. 
That's about the sequence. 

Q also, had it been a successful corporation? 

A Had Instruments Limited been successful? 

Q Yes. 

A I — 

Q Financially, did it nal:e money? 

A It made some money, yes. It was not a spectacular 
success as compared to our overall — 

Q But, every year you made money from, lot’s say, 
G0-G1, ’62 it made money. 

A Yes. 

Q \7as your father active in the business of Limited? 
Technicon Instruments Limited? 

A Vi hat period? 

Q Iu G2-G3-64? 

A I guess the v/ord active is too general for me to 
define. He was based in the United States. lie did make 
trips to England. Ho was familiar with their operation. 


certainly. 

Q Vfas he more or less active than you were, sir*? 

A He had different responsibilities. My father was 


the financial guidance of our company and I more or less 

<r 

assumed the technical ar.d*sales responsibility. 

Q Vi he a Ini.nco was organised, Mr. Vvhitchoad, it sold 
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in part, at least, to tho customers or it took over the market 


of Tcc-hnicou Instruments, Limited; isn’t that a fact? 


q what happened to tho Tcchnicon Instruments market 


when Ininco was organised? 


A What are you saying Instruments Limited or 


Instruments? 


Q Limited, I'm sorry. 


A What happened to the market of Instruments Limited 


it kept on being serviced by Instruments Limited. 


Q But after Ininco was formed, did Limited continue 


to sell? 


A Yes, it did. 


• Q Did it continue to sell overseas? 


A It didn't sell overseas 


Q It had never sold overseas? 


A The overseas sales were very limited to small 


sales in the British Commonwealth. It did not sell 


world-wide 


Q LIr. Whitehead, I'd like to show you Exhibit 5E 


which is part of the Stipulation. This is the option 


agreement entered into between yourself and your father with 


respect to the shares of Intapco. 


A Yes. 


q This option agreement — you had similar agreement. 


) 


1 
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with your father in other corporations, did you not l 
A I'm not sure. Tills is rather specific. 
q Tnis option agreement provided that in the event 
of a termination of the relationship with Technicon or a 
sale of the stock, that your father was entitled to convert 
his preferred stock into 50 per cent common stock. 

MR. GOLDFEIN: I object to the characterization by 

Counsel of what this agreement refers to. I think if you 
have a question to ask, ask the question. The witness can 

read the document. 

THE COURT: The agreement will speak for itself. 

Rephrase the question, would you please? 

MS. VORSANGER: Certainly. Would you read 

MR. GOLDERIN: Your Honor, before we go further, 
can I understand what the relevancy of this whole line is? 

THE COURT: Ms. Vorsanger? 

MS. VORSANGER: Yes, Your Honor. I believe t~at 
Mr. Lewis will make an argument that Mr. Vteiskopf hold co..^on 
stock of Intapco for one day and that tne rest o. the peixod 
he held preferred stock. The agreement shows that under 
certain conditions, the father had assured himself of S«tti«r 
50 per cent of the proceeds of any sale and that thi^ 
contemplated from the beginning and that he, in fact, choulu 
bo doomed to hold 50 per cent of the common iron the ^^ innl 
And, I want to show that this was a pattern that tuoy had m 





sovoral corporations. 

1!R. GOLUFEIN: Thank you. 

THE COUui: All right, you may answer. Proceed. 

BY MS. VCRSANGER: 

Q Vi'ould you read paragraph 1 of Exhibit 5E? 

A V/ould you like me to read it out loud? 

Q No, to yourself, sir. 

A Okay. 

Q Now, that agreement, sir, provides that on the 
happening of ceitain conditions, one of which is the 
termination of relationship with the Technicon companies or 
a sale, that your father was entitled to convert his preferre 
shares into common shares so that ho would have 50 per cent 
value thereof, as you v/ould have. 

A 50 per cent of the appreciation, I think. 

Q Of the total. 

A Right. Go ahead. 

Q Now, that arrangement is similar, that agreement, 

that provision is similar to other agreements you and your 
father had with respect to other corporations; is that not a 
fact? 

A I don't think so. I don’t recall any. 

Q I wonder if Mr. Lewis might wish to stipulate 


I C74A 


d<> 


that in view of the fact that we have the estate tax together 
and he has knowledge of that. 
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THE COUr.7 : Mr. Lewis can spool; for himself. 

MR. LEWIS: Your Honor, I think I would prefer to 
see the examination go on. I'm not ready to stipulate that. 

THE COURT: Thank you, Mr. Lewis. Go ahead. Ms. 

Vorsanger. 

MS. VORSANGER: I will have to get my file 
upstairs, Your Honor. I will do it at the end of the 
examination. 

THE COURT: All right. 

DY MS. VORSAKC-ER: 

Q When Ininco v/as formed, Mr. Whitehead, did it tak 
over the market of Technicon Instruments Corp., the worldwid 
market of Technicon Instruments Corp.? 

A In a major sense, yes. 

Q Now, you testified- that Mr. Carr was your lawyer 
in England, is that correct? 

A Yes. 

Q Was he your tax lawyer in England? 

A He was our corporation counsel. 

Q Did you personally have counsel in England? 

A I don't understand your question. 

Q \7as there an attorney that represented your 

individual interests in Engla ’? 


A 


Personally? 





■ 
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1 

A No. Mr. Carr was rcpronontiui; tho corporato — 


2 

Q Ho was representing Tcchnicou Instruments Limited. 


3 

A Yes. 


, 4 

Q lie was representing Ininco. 


6 

A Yes. 


ti 

Q He was representing all of the Tcchnicon 


7 

Instruments corporate interests and you and your father had 

1 . . i 

6 

no separate attorney individually. 


__ 9 

A No, not that I recall. 


© 



10 

Q Was he the only attorney you had in England? 


11 

A In what period? 


12 

Q c2-G6. 


13 

A Yes. My wife had an attorney in England. It was 


14 

unrelated to anything. 


15 

Q All right. Did he give you both corporate advice 


16 

and tax advice, Mr. Whitehead? 

• '« 

Q 17 

A Well, certainly tax advice as it related to the 


18 

corporato affairs. I don't believe Mr. Carr is a tax lawyer 


19 

as one would know them. 


20 

Q Did you ever receive any advice as to tax 


r 21 

consequences in tho U.K. to you personally? 


22 

A I'm sure I did along tho way. 

■ 

23 

Q From whom? 


24 

A I. would asnur.o it night have been Mr. Carr or it 

• ’ ' 

25 

might have been from our accountants. 

( . 


• 

J 
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Q Now, would you tell n;o who y ur U.S. counsel was 
during this period? 

A I believe it was Mr. Johnson. No, I'm sorry, it 
was ?Ir. Lurie.. 

Q Mr. Alvin Lurie?. 

A Alvin Luire,. j os. 

Q Mr. Alvin Lurio is tax counsel, is that correctv 
A No, he was corporate counsel. 

Q Did you have separate tax attorneys? 

A No, we didn't. 

Q Who advised the corporations — 

A No, wait a minute, I'm sorry, wo did. Mr. Johnson 
was tax counsel. 

Q And Mr. Lurie.; was corporate counsel. 

A And Mr. Lurie * was essentially corporate counsel. 

Q Did you have a personal attorney in the United 
States during this period 7 


Q Both Mr. Johnson and Mr. Lurie would have given 
you personal advice, is that correct? 

A Yes. Well, if I needed it, I suppose. 

Q Well, would you tell us, on whose advice was 

Intanco formed? 

A I don't really recall. It was probably Mr. 

Carr's. 


* 

| \ ■. \ 
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Q Mr. Carr advised you ay to the formation of a 
United States corporation? 

p 

A I think wo*vo been trying to fiud the reason for 
Intrpco in preparation for this ease and the best thing wo 
can corns up with is that it was a convenionco for my father 
and myself to a very particular preferred stock, common stock 
arrangement and U.K. reason to qualify for the OTC. 

Q You needed an American corporation to qualify for 
the OTC, is that what you’re telling me, Mr. Whitehead? 

A I know, you sound very incredulous, but I'm telling 
you that. 

Q I show you Exhibits 23EB and 29CC which arc the 
minutes of Ininco. I would like you to identify for me, if 
you would, who "r. T.J. Fripp was. If you know. 

A I don’t know. 

Q Mr. T.A. Bushby. 

A Sorry. 

Q Mr. Evans? 

A I do knew. 

Q lie was the managing director? 

A He v.as the managing director of Tcchnicon 

Instruments Limited. 

Q And you said also, in effect, of Ininco. 

A I would think so. 

Q Mow, Mr. Carr is the Carr we have boon talking 

















I 


q Wore they office girls, Hr. \7kitoheni? 


I don't know. 


G80A. 


Q Now. I would like to ask you whether Mr. Franklin 
was either an otficor, employee or director of Tochnicon 

"T nsTTlimo n t s -- binit g d.----- 

A He v;as not. 

Q And the other Tochnicon companies. 


A No. 


q Did he become such an officer of the Tochnicon 


Ireland? 


A No. 


Who introduced you to Hong Kong Holdings Limited? 


Mr. Carr. 


them? 


Ilad you had any prior financial connections with 


A No, we did not. 

Q Yfho conducted the negotiations with hong ^ on S 


Limited? 

A Hr. Carr. 

q Did you take part in any of those negotiations? 

A I don't believe so. 

q To your knowledge, did Mr. Franklin take part m 

any of those negotiations? 

A I would assume so. I don't know for a fact. 

q You don't know. 


V 
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2 Q Now, you testified, Mr. Whitehead, that Ininco was 

:j organized to take advantage of the II.X. tax exemption; is 
4 tkrt correct? 
r> A Yes. 

» Q So that its purpose — so that there was no purpose 

7 for it when and if that tax exemption was revoked, 
s A Essentially so, yes. 

9 Q When did you first learn of the possible rovocatio: 

10 of the overseas trading act? 

A I believe it was in 1065. 


that? 


Could you tell us when in '65 you learned about 


Probably late spring. It might have been earlier. 
And as a consequence of that, you entered into or 


Mr. Carr entered into the negotiations with Hong Kong Holding 
A Yes. 


Q Mow, you have testified that you formed Iniuco on 
the advice of Mr. Carr, is that correct' 

A Yes. 

Q Will you tell us exactly what Mr. Carr told you 
in connection with the organization of Ininco insofar as it 
was affected by the overseas trading act? 

MR. GOI.DFHIN: Excuse me,Your Honor, I just want 


to note that Mr. Carr is hero to testify, to state what his 


■ 
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advice was and I think that we'll got that on tho record and 
that's tho important thing, I think. 

THE COURT: I'm sure you will but you can answer 
as best you can recall. 

THE WITNESS: I certainly can't recall exactly. 
You wanted what he advised in v/hat connection? 

BY MS. VORSANGER: 

Q What he told you about the requirements of tho 
overseas trading act to start with. 

A He told us that we needed a 50 per cent partner, 
which was a severe limitation in our mind. 

Q Is that the only thing he told you? 

A He told us that we would qualify to effectively 

shelter the taxes from the sales of our products but not the 
manufacturing profit. Sales and income, which of course, 

! was the purpose of our doing it. 

Q To got the tax exemption. 

A Of course. 

Q Now, can you tell me approximately how many 
conversations you had with Mr. Carr dealing with the 
requirements and effects of the overseas trading act? 

A No, I can't. I'm sure I discussed it with him on 
several occasions but I couldn't tell you. 

Q Vi ho was at those discussions? Who was present at 


those dJ scussjons? 











i. Undoubtedly Mr. IItunc and Mr. Evans*. 


Q Now, when this advice was given to you, was there 


any mention, of possibly United States tax consequences? 


I wouldn't think so. 


Q I would like a inore specific answer, Mr. Vdiitehead 


A I can't really recall conversations we had prior 


to 19G3. That’s impossible. If the question was, were we 


thinking — did we fore Inir.co* for United States purposes 


Q Excuse me, I would like you to answer the question 


as I ask them, okay. 


A I*n sorry. 


Q I would like to move to strike the last question 


end answer that this witness volunteered. Your Honor. 


I want to know whether you specifically recall 


whether there was any discussion, any mention of possible 


U.S. tax consequences. 


A Not that I recall. 


Q You do not recall any or are you saying thei-e 


v;cro none. 


Lilt. GOLDi’ZIN: Your Honor, I think that the 


question lias been answered. 


THE COUNT; He answered it. Go ahead, Ms. 


Vorxnr.gor. lie answered it, he said ho didn’t believe there 


t 


T 


✓ v* 
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Was the organization of Ininco discussed with 

your United States counsel? 

A Undoubtedly. 

Q Do you recall whether it was discussed with Mr. 
Lurie or with Mr. Johnson? 

A I d on’t recall specifically but certainly Mr. _ 

Lurie would have been advised. 

Q Did you have any discussions with U.S. Tax counsel 
as to the U.S. tax consequences, you personally? 

A Our corporate affairs were handled by Mr. Lurie 
and undoubtedly I discupsed the formation of Ininco with Mr. 
Lurie. 

Q Okay. In these discussions, was there any 
mention of the controlled foreign corporation provisions of 
the Internal Revenue Code either specifically or in general? 

A I don't recall -- 

Q You don't recall — * 

A Any such discussions.* 

Q Were you ever present at any discussions held by 
Mr. ■ Lurie and/or Mr. Johnson with Mr. Carr? 

A Yes. 

Q In connection with the organization of Ininco? 

A Probably, yes. 

Q Now, earlier today, Mr. Whitehead, you stated that 

you were reluctant to give up the voting rights, to give the 
voting rights to Romney. 

Yes. 


A 








V 
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Q What did you — wcro you told, wore you advised 


l»y Mr. Carr, by Mr. Lurie, by Mr. Johnson, exactly what 


; you 


were giving up? 


A 1 don't understand the question. We were givin. 

up SO per cent of the vote. 

Q But what consequence did that have to you. In 
effect, what were you giving up? 

A Wo were giving up control of our sales company. 

Q Mr. Whitehead, it has been stipulated that Iuinco 
had no written contracts which assured it as a source of 
supply, of autoanalyzers. Now, you understood, you were aware 
of this at the tine, is that correct? 

A Ho, I wasn't. 

Q How, you have stated just previously that you 
gave up control. What you gave up was — what you meant was 
50 per cent of the voting rights, isn't that correct? 

A Which is control in my boo];. 

Q Now, what business consequence flowed to you or 

to Tochnicon by reason of giving Romney the 50 per cent 
voting rights? 

A Did you say what benefits? 

Q Consequence. 

A Consequences. Well, the consequences were 

benefits in that v/o could take advantage of the overseas 
trading company act. 










Q But what business consequences other than the 

C A 

benefit; how did it affect your operations? °^ 

A I'm sorry, I don't understand the question. 

Q The fact that Romney had BO per cent of the 


voting rights; I want to know, how did that affect your 
business and your operations? 

A I guoss i don't understand the question. Y»o had a 
partner for tho first tine in our business career in 00 years 
and certainly one's thinking and one's activities would be 
somewhat different with a partner than without one. My 
father and I generally agreed, most of tho time. 

Q Now, you ran,the Ininco business was run in 
accordance with Technicon desires, was it not? Ininco 


fulfilled a Technicon purpose, did it not? 

A Ininco was selling the product of tho Technicon 
Instruments Company, Limited. 

Q Right. 

A And was selling it to our agents, distributors 
and offices. Now, in that sense, obviously, this is what 
they did. 


Q Okay. Perhaps I can restate it some other way. 
V’hat business decision, be; it oxeausion or operations, wore 
you prevented from doing by ren on of tho fact that Romney 
had 50 per cent of the voting rights? 


A 


During the period of 1003 to 100(5, we wore 
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expanding rapIdly and achieving groat sticcoss and making 
quite a lot of money ar.d I think, under tho circumstances, 
Romney T/ac quite happy with tho operation. 


Q So there v/as nothing — they changed nothing of 
your plane for expansion or operntious in Iniuco. 

_A_ I think they approved* then. 

Q They did not alter any of them. 

A I don't think so, no. 

Q So that in effect, you were able to carry out 
your plans. 

A I think so, yes. 

() Now, I want your understanding, sir, of what 
would happen in your mind in the event that Romney disagreed [ 
with you. 

MR. G0L.DFEIN: Objection, that's a hypothetical 
question. I don't see the — I don't think it's a proper 
form. 

MS. VORSAXGFR: It is not a hypothetical question. 
This nan has boon testifying of the control he gave up. 

MR. GOLDTTI:;: Tho question is not in proper Torn 
and I believe it is hypothetical. 

THE COURT: Rephrase tho question. 


0 


ppen in 


l JY MS. VGRSARGEU: 

I'd like to hi’.vo your understanding of what would 
the case that Romney disagreed with you. 
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A My understanding was that if they disagreed with 
us. they could halt our business activities considerably and 
could have the effect of tying up largo amounts of capital 
that was part of our strategy was to build up to finance our 

overseas expansion. 

Q Let's go back a little. The Tochnicon poor*?, you. 
yourfathc^ had '50 pc’* conrol' the voting rights in^Ininco, 

is that correct? 

A Yos. 

Q And Romney had 50 per cent. 

A Yes. 

Q Now, supposing you wanted to open a branch office 
or expand into a new market or sell another product. 

MR. GOLDFEIiI: Objection, Your Honor. That 

question is — 

MS. VORSANGER: I haven't finished yet. 

MR. GOLDFEIII: Finish your question but it's 
hypothetical on its premise and I don't think it's proper 
form. 


THE COURT:You may rephrase the question. 
liY MS. V0R3AUGER: 

Q Assume, Mr. Whitehead, thr.t you wanted to make, 
wanted to sell a new product line. 

A Who wanted to sell? 

Q Ininco. Ho, through Tninco wanted to soil -- ho 
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proptuod that Inlnco expand the snlo of its: products ami that 
Romney wan against thin decision and there would ha 50 par 
cent of the votes for and 50 per cent of the vote against. 

And Mr. Evans was, in effect, running the business. What 
would happen then? 

MR. GOLDFEIN: Objection, Your Honor. 

TILE COURT: I think you already 'asked him in - the" 1- 


previous — I think his answer would be the same as his 


answer to the previous question but you go ahead and answer 
it, Mr. Whitehead. 


TIIE WITNESS: What would be the effect? 

BY MS. VORSANGER: 

Q What would happen? 

A If Mr. Romney objected? 

Q Yes. 

A Well, in the extreme, I suppose he could have 
tied up our business and brought us into Court in saying that 
ho wasn't being treated fairly as an equal partner. I don't 
know the British law that well but I assume that's the case. 

Q Wore you advised as to what would happen in that 
typo of a situation? 

A Was I advised? 

Q Were you given any advice v/heu you formed Ininco 


as to what the effects were if that situation developed? 


A 


Wo cc r t al r1y were. 
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1 

Q And what was the advice given to you at that tine? 

1 

2 

A That wo wore running a risk. 


:» 

Q That you wore running a risk. But you also know, 


i 

Mr. Whitehead, that you could stop giving Ininco autoanalyaer! 

i 

5 

is that not a fact? 


li 

A Yes. 

1 

7 

Q And if you didn't give Ininco any autoaualyxors, 


8 

Ininco's business would terminate, isn't that a fact? 


9 

A Essentially. 


10 

Q Now, the other question I would like to ask you is 


11 

were you familiar with the other rights of Romney other than 


12 

the voting rights; in other words, lot mo make that more 


13 

specifically, what did they share in; what percentage of the 


14 

profits could they get? 

1 

15 

A They -were given a preferred dividend, 12 and a 


1G 

half per cent. 


17 

Q Right,. And, were you also aware that if they 


18 

wished to sell their stock, that they'd have to offer it to 


19 

you or the corporation at c st? 


20 

A I wasn't aware of that, no. 


21 

Q Wore you also aware of the fact that on liquida¬ 


22 

tion of the corporation, they could only got their cost back? 


23 

MR. COLDFEIIT: Excuse me, Your Honor, that's a 


24 

legal conclusion in the question and to state that it's a 


2.7 

fact, I don't think is proper form. 
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THE COURT: Well, it '3 not out in the articles of 
association v/hat would happen, it's in one of the Exhibits. 

llR. GOLDFEIN: Right and I think it's in all of 
the Exhibits. I think this whole line is referred to in the 


• r > Exhibits. 


THE COURT: It's in the Exhibits. 


MR. GOLDFEIN: The documents will speak for 


8 themselves, of course. 


out. 


THE COURT: The articles of association spell it 


MS. VORSANGER: But, Your Honor, I really want to 


know what this man’s knowledge was. 

THE COURT: All right, he can answer but it only 
goes as to what his opinion, it doesn't go to the truth of 
the natter. 

MS. VORSANGER: Right, I understand that. 

THE COURT: I'll let him answer. 

THE WITNESS: I’m sorry, I lost the question. 

BY MS. VORSANGER: 

Q Were you aware of the fact that on liquidation, 
all that Romaicy would got was its cost? 


I'm not aware of it at the moment but maybe I was 


at the tine. 


Q That is n.y question, whether you were aware at 


the? time. 
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1 

A Probably. 


n 

Q Therefore, let me ask-you, were you aware of the 


i 

fact that Wherefore, if Ininco made a lot of money, that the 


4 

money would go to you and your father? In effect, other than 

the 12 and a half per cent dividend? 




i: 

A I was aware of the fact that we had common stock 


7 

and Romney had preferred stock, yes. 


8 

Q No, that is not my question. I want to know from 


9 

you if you know, at the time, that if in the eventuality that 


10 

Ininco made a million dollars, that all that Romney could get 


11 

out of that was a 12 and a half per cent dividend? 


12 

A Plus their capital investment, for its shares. 


13 

Q Yes, but I'm talking about it as ar operating 


14 

company. If in one given year, in the year 10G5, without 

, 

15 

any winding up of the company, Ininco made a million dollars. 


1G 

what is the most that would inure to Romney? 


17 

A The value of their preferred shares. 


18 

Q Their cost plus the 12 and a half per cent. 


19 

A I assume so, yes. 


20 

Q And the rest of it would go to you and your father 


21 

is that correct? 


22 

A And the common shares of Ininco would appreciate 


23 

by that amount. Dut that's the way — 


24 

Q but you wore the one that bad a right to it, you 



anti yo;'r father. 
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Ilad a right to — 


Q Tho balance over the coot — 

A In the event of termination, certainly. 

Q Mr. Whitehead, you stated this morning that you 
needed tho tax exemption, you wanted tho tax exemption Jn 
Inlno^ to . -wc iiry " 1 ' t mnitil f o r n~o in expansion. Mow , i 
would like you to tell rr.e, during tho years '63, '61 and '05, 
to v/hat use was the capital accumulated by Ininco put. 

A Primarily to finance the receivables of our office 
overseas. We started nest of these offices in France, 
'iernany, et cetera, with very limited capital and we financed 
tnem and brought then to sizeable proportions mainly by 
delaying the payment of receivables and we used that capital 
for that purpose. 

Q Is what you're telling me that you gave terms to 
your custor-ers? 

A As to our own offices, Technicon officer:. 

Q Tcchnicon officers? 

A Offices. 

Q Offices. 

A With an F.-S not an b-R-S. 

q Okay. These Technicon offices were a part of 
vliat corporation, sir? 

A Technicon. 

O Which Technicon? 


4 
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o 



A Tcohnicon Corporation — Tochnicon Instruments 

Corporation, I boliovc. 

Q jiao domestic corporation. 

A Yes. 

Q This was done by what fora, sir, how did you 
ad/anco this financing to the corporations, to the offices, 
to these Tochnicon Instruments offices? 

A I don't understand the question. I thought ray 
answer wa3 clear. 

Q Was it done through Ininco directly, v;as it done 
by loans, was it done by distributions? 

A None of the throe. 

Q Well, how? 

A The office would order merchandise from Ininco. 

Ininco would purchase this from the Instruments Company 
Limited. It would bo shipped and the office would pay over 
extended periods for this. Ininco would pay Instruments, but* 
the Tcclmicon office being formed in, say, Italy, would 
perhaps take 32 months to pay it which gave them a chance to 
build their business. 

Q And did these offices pay Ininco any interest? 

A I don't believe so. 

Q Low, these offices, ,'ir. Vhitchoad, were not 


separately incorporated offices, wore they? 


A 


Lorry? 









Q The offices. 

A There wore branch offices and I forget what you 
f 

call them, they were offices incorporated in each country, 
of course. 

Q But, there came a time, then, Mr. Y/hitehead, 
towards 1065 or 1036, the early part of 19G6 when this 
practico was terminated; isn't that correct? 

A Vfhat practico? 

Q Of financing these purposes? 

A No. 

Q And once Ininco was then liquidated, who — how 
was this financing continued? 

A To the extent necessary, Ireland did the sane 

thing. 

Q So Ireland took over this financing? 

A Well, this is not quite correct. Those invoices 

that Ininco, when it terminated, I believe still had 
accounts receivable and there was an extended period time 
over which they were paid out. Now, in the interim, if the 
orders were shipped, I assume, by Ireland or by America and 
if it was necessary to grant extended payment terms, it was 
done. 

Q Did llong Kong Holdings extend this financing 
arrangement? 

A I assume, .in the wind-up of Ininco, until they 


c«5A. 











Gf}6A. 


GO 



received, they crot the monies owed Ininco, they did. There 
was a period of time, as I recall, from the termination of 
Ininco unti\L — the sale of Ininco until its final terminatio 1 
during which, period the Hong; Kong Company in Ininco received 
payments from abroad. 

Q After Hong Kong Holdings tool: over Ininco, did it 
continue — it did not solicit any orders for the sale of 
autoanalyscrs, did it? 

A I don't believe so. 

Q I'd like to direct your attention to paragraph 23 
of the Stipulation, sir. Would you read it? Now, these 
were the monies from Ininco, were they not, sir? 

A This is money paid by Hong Kong Holding for the 
sale of Intapco. 

Q For the sale of Intapco, which held the stock of 
.Ininco. 

A Exactly. 

Q And this money came from the dividends — from the 
assets of Ininco. 

A Hong Kong Holdings paid us for the stock in 
Intapco and in return for which they got the assets of Ininco. 

Q Right. And you have no idea whore Hong Kong 
Holdings got the money to pay you? 
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1 

MG. VCECANGER: Two fcinutos, Your Honor, to soo 


o 

if I 1 vo overlooked sosiethiug? 

p . 

3 

THE COURT: Yes. 


4 

US. VGHSAUGER: I don't have any furthor questions. 


5 

THE COURT: Any redirect? 


•i 

HR. GOLDFEIN: Just one or two. 


7 

REDIRECT EXAMIRATION 


8 

BY UR. GOLDrEIN: 


9 

Q Mr. Ukitehead, I know you've been on for quite 


© 


10 

some time. I'll try to be brief. I know dates seen to not 


11 

be your thing but with respect to the specific period 1053 


' 12 

to 1906, you've testified as to the sales of Ininco to 


13 

Tcchnieon offices. Am I right in stating that at that period 


14 

of time, the sales were not only co Techuicon-owned offices? 


15 

A You're correct. M'c were going through an 


1G 

evolutionary period which is why* we needed the capital. 


Q v 

going fro.T independent distributors end agents. And wo were 


IS 

starting to set up our own offices and we needed this 


19 

capital for this purpose. 


20 

Q During this period of *03 through 'GG, was there* 


21 

substantial business done by Ininco through these independent. 


•>•> 

offices? 


•1 » 

__ • t 

A 'its. Through independent agents. 

. 

24 

Q Through independent agents, yes. 

•* 

25 

►d 

c 

i 

•’ J " "• ‘ ' 1 JL • 1 » 
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i 

Q Vou also testified and I thialc this is tho proper 


*> 

recollection of the sequence, that with respect to tho 


3 

x ornci^ion of Intnpco, if f .vcis 0 , U.K. roncion plus seme rissistcine 

* I 

J- 

< 

1 

in tor.*.b of n rolcitionship bot^Owii you und your f Jithor j is 


;> 

that right? • 

• 

> 

, /r 

(i 

* 

MS. V0P.3ANGER: I'm sorry, Your Honor, he didn't 


! 7 

testify to that at all. Be said he couldn't remember why it 


8 

was formed. 


... » 
0 

UR. GOLDEEIN: Well, what I just wanted to clarify 


10 

ray record that to the extent your testimony relates to your 


1) 

statement of U.k. law, it was based on your understanding and 

~\ 



0 

1:2 

advice given by your U.K. lawyer, it was not your analysis of 

• 

33 

U.K. law. 


1 n 

THE YiTTITUSS: Right. 


15 

HR. GOLDEEIN: Thank you, that’s all. 

1 

1G 

THE COURT: Any recross? 


© 17 

US. VORSANGER: Yes. 

. /. ' 

18 

s 

P.ECR03 S EX A LI IN ATI ON 


1!1 

P’ LIS. VCRSANGER: 


20 

Q I neglected to ask you, I don't know whether I'm 


21 

pronouncing it correctly, tell mo v/ho Mr. van Thuijl* was. 


22 

A lie was the man who operated the Dutch office, the 

] 

23 

operations of Ininco from Holland. 

I 

21 

Q '■''as he also emoloyed by Tcchnicon Instruments 

A. 

A 

25 

Limited or any other Tcchnicon corporation? 

V-. 


•' • • ' \ f . • 

• 1 
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A I don't believe ao. 

Q That is at anytime. 

A Anytime that I knov/ of. 

IIS. V0RSANG2E: No other questions, Your Honor, 
THE COURT: You may be excused, Mr. Whitehead. 
Mr. Goldfein, you have two additional witnesses? 

MR. GOLDFEIN: Yes. 

THE COURT: Ms. Vorsanger, do you have any 

witnesses? 


MS. V0R5ANGSR: No, Your Honor. 

THE COURT: Do you estimate that each of the tv/o 
witnesses, the time will take about the same as Mr. Whitehead 

MR. GOLDFEIN: I hope it will bo shorter. 

TIIE COURT: I don't want to start on another witne 
and net through with the cross and then break for lunch and 
then come back. I don't think that's fair. Therefore, I'm 
going to adjotirn and take a recess. Do you gentlemen think 
you c.an be back at 1:30? 

MR. GOLDFEIN: Yes, Your Honor. 

THE COURT: The only reason is, I have another 
trial at 4:00, possibly, which will keep me here until 7:0 
this evening. So wo'11 take a recess until 1:30 p.m. 

Court is in recess until 1:30 p.m. 

(Whereupon, a luncheon recess was taken.) 
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AFTIiliNOOK SESSION 
THE COURT: Mr. Goldfein, you nay call your next 


. witness. 

MS. VORSAE'OEU: Your Honor, bo Coro wo do that, I 
would like to — I had thought Mr. Whitehead would still be in 
the Court Hoorn. I have r. couple moro questions I want to ask 
him. I was wondering if Your Honor would help mo in making 
him available for no to ask bin those questions. I would 
nako him ny witness for the purposes of those questions. 

TIIE COURT: Where is Mr. Whitehead? 

lilt. GOIDFEIU: Mr. Whitehead I excused after his 

testimony. 

MS. VORSANGKR: I did not realise he was going to 
bo excused. * 

THE COURT: Well, I thought lie was going to be 
excused too, frankly. I had asked you if you had any more 
questions, I asked you if you had any more questions, you sale 
no, I said the witness nay bo excused. 

113. VOESANGER: He’s in the City, Your Honor. He 
can't have gone far. I just have to ask him two little 
questions and I'll make him my witness for that purposo, unlcr. 
of course, Mr. Goldfcin is willing to stipulate to the two 
questions I wanted to ask him. 

THE COURT: Do you know what the two questions arc' 


goij -n:i:;: 


I have no idea. 
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{IS. VORSAMGER: Well, 

I wanted to know where Mr. Juries 
in still connected with Tochuicon 
and Vioiskopf paid tax, income tax 


I asked one of them before. 
Leslie Evans is now, if ho 
and whether Hr. Whitehead 
on the dividends they 


received. 


THE COURT: Is this something that you can possible 
stipulate to? 

MR. GOLDFEIN: Yes, I think on the second question, 
I have no knowledge of. I don't know what dividends you're 
talking about. 

THE COURT: Let's go off the record. 

(Whereupon, a discussion was had off the record.) 

HR. GOLDFEIH: I think it might bo a good idea to 
got rid of this item now instead of — 

THE COURT: All right. Go ahead. Ask your 


questions. 


now? 


MS. VORSANGER: 


Is Mr. James Leslie Evans alive 


HR. GOLDFEIN: Yes, Mr. Evans is alive although — 
MS. VORSANGER: Is — 


HR. GOLDFEIH: I want to complete the response. I 
understand that Mr. Evans works on a limited schedule iu that 
ho has heart problems. 

MS. VORSANGER: Dut he does work still for 


Technicon? 
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Tcchnicon 


i'i 


MR. GOLDFEIN: Yes, he does. 


THE COURT: Techaicon Limited? 

MR. GOLDFEIN: I think ho'a on the payroll now of 


Corp. 

MS. V0R5ANGER: Tho domestic corporation. 

MR. G0LDFEI2?: Yes. 

THE COURT: All right, Mr. Goldfein, you can call 



your next witness. 

MR. GOLDFEIN: I now call Mr. Bernard Franklin. 
BERNARD FRANKLIN 

a witness herein, called by tho Petitioners, having been first 
duly sworn, was examined and testified as follows: 

HIE CLERK: Bo seated and state your name and 
address for the record, please. 

T1IE WITNESS: Bernard Franklin, 36 Eton Square, 
London, Southwest. 


DIRECT EXAMINATION 
BY MR. GOLDFEIN: 

Q Your country of citizenship is what, Mr. Franklin? 
A United Kingdom. 

Q And you are a resident of London? 

A Yes. 

Q And what is your occupation? 

A I'm a chartered accountant. 


Q 


And how long have you been 


a chartered accountant? 










__ 


mim—aaiiiai 


l Lcnflou. 


10 existence? 








jl vo Known 



during the period 19Gn, say, to 1007. 


104 A 


A It was an investment holding company and perhaps I 
should explain',that an investment holding company, at that 
tine, had a special tax statue in that it was not required to 
account for tax on profits arising from realisations of 
investments, with the idea that those realizations wore 
infrequent and were made purely on investment considerations. 

Q Are you familiar with Romney 1inance Company 

Limited? 

A Yes, indeed. 

Q TTere you a director of that company? 

A I was, from its incorporation. 

Q And I third: the record will show that Romney 
Finance Company Limited was established at the end of 10o2. 
Would 70 U please explain what was the purpose of Romney? 

A As I mentioned a moment ago, Unex Investment Trust 
was excluded from dealing operations. Therefore it caused tnc 
formation of this wholly-owned subsidiary, Romney Finance 
Company, Limited to undertalso dealing operations v/Iii h Unox 

itself could not undertake. 

MS. VORSAKGliR: I'm sorry, could undertake what 

kind of operations? 

•TUT; WIT.JL'SS: Dealing operations. 

lJY MR. COURT:Ili: 

Q Did Unox Investment Trust acquire stock in private 
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companies? 
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3 


4 
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6 

9 

10 

11 


12 


13 

14 

15 
1C 

17 

18 
19 


20 


21 




23 


24 


A I'm so sorry. Would you repeat? 

Q Did Une.” Investment acquire securities in private 
companies? 

A No, no, its business was to bold shares in publicly 
quoted companies. 

Q And was one of the purnosos of Romney to acquire 
shares in private companies? 

MS. VORSANGER: Objection, Your Honor, it's a 
leading question and I don't mind this one but I'm objecting 
for the purpose of limiting leading questions from being 
asked, in the future. 

MR. GOLDFEIN: Your Honor, I'm trying to get some 

background. 

BY MR. GOLDFEIN: 

Q Do you want the question repeated? 

A Please. 

Q Was one of the activities of Romney to acquire 
securities in private companies? 

A What I'm trying to say is this, that Romney would 
have undertaken any kind of transaction which was likely to 
result in a profit. That, of course, would obviously include 
investment in private companies. 

Q Was Romney Finance Coin})any active prior to the 
investment in Ininco? 
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A Oh, indeed, you. — 

Q And v/liut was your position iu Itomnoy Finance? 

i 

A I eyas, of course, a Director from the outset and 
as the business of the company was operated from say office, 

I virtually carried out the function of the Managing Director. 

Q Could you rr.ahc some equivalent in U.S. terms as 
to what the function of a Managing Director is in U.K.? 

A Yes, I should say it would bo analogous to your 
concept of a President. 

Q Were you a party to any discussions regarding the 
investment by Komnoy in Ininco Limited? 

A I vas. 

Q Whom did you represent in those discussions? 

A Romney directly and, of course, line?: indirectly, 
since Unox was the holding company of Romney. 

Q And with whom did you discuss the investment by 
Romney in Ininco? 

A With Mr. Carr, Mr. William P.obort Carr in the 


first instance. 

Q Did you ever meet with Mr. Whitehead in tills 


connection? 


A 

Q 

the inve 


I did. When the negotiations were concluded. 

And can you recall when those discussions regardls 
rant by Romney in Ininco tool: place? 


Yes, 


A 


I would say that, of course it' 


very dlffleu 
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to bo precise at this distance in time but I would say the 
negotiations startod ia October of 1203 and thoy went 0:1 
towards the cad of Xovenbor 1003 whoa the transaction was 
concluded. 


Q And, can you recall whore those discussions tool. 


place? 

A Yes, in the first instance, thoy were tubing place 
either in lay office or Ur. Carr's office and quite probably 
over lunch. And the final discussion was held in the Connaugh 
hotel, London. 

Q And what was discussed at these meetings? 

A Well, I was approached as representing Rasmey to 
consider an investment in Ininco. 

Q And can you recall what was considered at your 
meeting with Jlr. Carr and then later? 

A Mr. Carr approached mo on the basis that ho would 
like no to consider, on behalf of Romney, taking a 50 per 
cent investment in Ininco, and then, of course, I wanted to 
be fully informed — this was the first line I laid heard of 
Ininco — I wanted to know who the personnel involved wcre, 
'»bat the company's business was going to bo, what kind of 
investment vo were being invited to make, what kind of 
security v;o would r.ct for our investment and, of course, v.V.it 
the dividend yield would be. 

Q Viuo:t ywu refer to. Invited to a 50 per cent . 
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no 


participation — I forgot exactly the v/ords — r/hat did you 
mean? 


50 'per cent was on the basis of voting control. 


And 'were you offered a preferred stock interest? 


Yes. 


Q And were there any discussions regarding the 
dividend yield? 

A There v/as indeed. This is now ten years and I 
have the clearest recollection of that discussion. 


Q Could you please tell us about it? 

A Yes. The dividend yield offered in the first 


instance v/as very much lev/or than I had expected for a long 
torn investment of this kind. And, of course, I made it quite) 
clear that we were — that Romney would not be interested on 
the basis of the dividend offered. 

Q And v/hat dividend yield v/as finally arrived at? 

A i can't pretend* to speak exactly on the rates after 

an interim of ten years but I would have said that the figure 

v/as of the order of S or 9 per cent. 

Q That v/as the first offer, is that riglr ? 

A Yes. 

And what was finally arrived at? 

12 and a half per cent. 

How did you consider llormoy would be secure with 


Q 

A 

Q 


respect, to its investment? 








' 
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A V/ell, in the first instance, of course, wo had the 


DO per cent voting control and then there wore further 


safeguards, we had the right to, under the articles, to 



nominate two of the four directors. There was an agreement 


under which we had the right to sell our shares or to offer 



our shares, rather, for sale in certain eventualities and 


there was the final sanction that if that offer for sale was 



not implemented, then wo had the power to force a liquidation 


of the company. 


Q Y/hat significance did you give to the 50 per cent 


of the voting power in Ininco? 


A Oh, that was fundamental. 


Q Could you explain that, what do you mean? 


A Y7ell, without the 50 per cent Romney's interest 


could have been prejudiced. 


Q Would you have made the investment witaout that? 


A Oh, certainly not. 


Q Did you ultimately recommend that Romney made the 


investment in Ininco? 


A Yes, when the final terms were agreed, I reported 


to ny colleagues and gave 


them full details of the traasactio; 


that had been discussed. And, of course, final a..r<-e.■ >.at ./..s 


subject to the approval of ny collcacuos on the !W»cy 


Q Did your colleagues on 


the hoard of Ro..'n*»y have an 


* 




LX 


I 


concerns? 











I 


r 
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A Well, whoa I explained the nature of the soouritv, 
vc p.greed that it was adequate and they approved the 
transaction going forwaru. 

Q And who was the person authorised to vote the 

shares held by Horr.no 7 in Ininco? 

A Vie 11, as I was a Director of Homey and functionin'.; 

^ 1,0 Managing Director and. also a Director of ininco and - 
was the obviouaperson to be authorised to exorcise the voting 
power. 

Q And what stops were taken on behalf of Romney to 

protect Romney's interests? “ 

A Well, we exercised our right under the articles, 

■* 

of course, to appoint two Directors. I've already indicated 
the safeguards that were agreed and there was a further 
safeguard in that checks in excess of 500* pounds should be 
countersigned by hr. Carr. 

Q And whom wore the appointments of Directors that 

you just referred to? 

A Myself and Hr. Goldwater. 

Q And at the time of Ininco's formation, what were 
your expectations regarding the continuation of Ininco s 
business? 

A It was always understood that this was to be a 
long to rm op oration. 

o Mr. Franklin, could you please tell us whether 
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there was, at any time, a written or oral agreement that 
Koran oy would not vote its stock in Inineo? 

A Oh, certainly not. 

Q Could tell us whether there was at any time a 
written or oral agreement that Romney would vote its stock m 
Inineo only in a specified manner? 

A Oh, absolutely not. 

Q Tell us whether there was, at any time, a written 
or oral agreement that Intapco, Inc. would exercise more than 
50 per cent voting power in Iniuco? 

A No. 

Q Tell us whether there was, at any time, any type 
of understanding that Romney would not vote its stock in 
Inineo or would vote it as directed by Whitehead? 

LIS. VORSANGER: This is to his knowledge, right, 


Your Honor? 


MR. GOLDFEIN: Yes. 

THE WITNESS: Categorically, no. 


BY MR. GOLDFEIN 


Q 

A 

Q 

A 


Mr. Uciskopf? 


No. 


Anyone else? 

No. May I say hero that any such arrangement to - 
MS. VOF.SANGER: Excuse me, Your Honor, he's not 

question and I object him volunteering th 


responding to any 
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in formation. 

BY MU. GOLDFEIN: 

| 

Q Coil Id you explain tho reasons why it was inportant 
to you that Romney not waive or otherwise hinder its voting 
rights in any way? 

A Bccauso Romney’s interests might thereby be 
prejudiced. 

Q And what was your personal position, Mr. Franklin» 

A Well, I must point out that I was acting in a 

professional capacity in this natter. I was representing 
clients who are the substantial shareholders in Unox and 
therefore, of course, I had a duty to them and also to Unox 

which was a public company. 

Q Did vou consider that Romney was, at all tines, 

free to vote the shares It held in Ininco in any way which 

best served Romney's interests? 

MS. VORSAh'GER: Objection, Your Honor, it's a 

loading question if I over hoard one. 

BY MR. GOLDFEIN: 

Q Could you please tell us whether or not Romney was 
at all tines free to vote tho shares it hold in Ininco? 

A Yes. 

Q You believe it was? 

A I'm quite positive on that point. 

O Than!; you. bid you have any participation in tho 


\ • 
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day to tiny operations of Ininco? 


A No. Neither did I consider there was any occasion 
for me to do so. 

* 

O Did you participate in any discussions re1atinn to 
the sale of Romney shares in Ininco? 

A I did. 

Q With whom did you have any such discussions? 

A Mr. Carr. 

Q And could you please describe those discussions? 

A Well, he came to see no sometime in 19G6 and told 

me that the Intapco interests wished to sell their shares and 
they would like Romney also to sell their shares. 

Q And what was your response, Mr. Franklin? 

A Well, I was rather indignant at the time because 
we had the holding only a matter of some two years whereas, 
the original intention was that this should be a long term 
holding which I would say, the sort of period envisioned was 

not less than ton years. 

Q Did you ask for any consideration, extra 

consideration In order to sell? 

A Well, after reflecting on the position and having 
sort of realized that the wish to sell these shares ruoso 
from legislation being introduced in 19oii and the bas^s on 
which Ininco was set up disappeared. I did eventually come 
to the conclusion that it was not unreasonable on their part 


r 
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1 

to ask us to cooporato in a sale. But I did, think wo ought It 


o 

rocoivo so mo compensation and I put that to Ur. Cair. 


3 

Q Was'this compensation received? 


4 

\ 

A Yes, .eventually, we agreed compensation which — 


5 

I think I'm right in saying — was equivalent to a ball year's 


. «; 

dividend. 


1 

Q So, when we're referring to compensation, are you 


s 

referring to an amount in addition to the par value of your 


9 

shares? 


10 

A Yr'ell, not quite. Bear in mind that Romney was a 


11 

dealing company and therefore it mattered not whether Romney 


12 

received the premium as a dividend, which, of coui.se v.ould 


13 

have tax deducted at the source or whether it received it 


14 

gross with the — by way of addition to the sale price of the 


15 

shares because it would have paid tax on the profit anyway. 


1G 

Q Apart from the investment in Ininco, to your 


17 c 

knowledge, lias there ever been any financial or other 


18 

business relationship between Romney or Unox on the ono hand 


19 

and Ur. YThitchcacl and his father on the other hand? 


20 

> 

O 


21 

q Y/as, in fact, the premium on the shares that you 


22 

referred to in the preceding questions, paid as an oxtra 

1 

23 

dividend? 


24 

A It was paid by way of addition to the final 


25 

dividend that Ininco paid to Romney. 
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Q And v/hat is year present relationship to Hr. 

Whitehead or the Techuicoa companies? 

\ 

A Ho relationship whatever other than an acquaiutaa 
resulting from the Romney transaction. 

MR. GOLDFEIN: Just one moment, Your Honor. 

THE COURT: Yes. 

. MR. GOLDFEIN: I .have no further questions. You 
may cross examine. 

THE COURT: Let me ask one question first. Mr. 
Franklin, did you consider that Romney had equal voting pore 
in Ininco, Ltd.* 

THE WITNESS: Yes. 

THE COURT: Okay, thank you. 

}I3. VORSANGER: Mr. Franklin, Romney Finauco 
Company was a now corporation in 1062, was it not, in 
November of 1962? 

MR. GOLDFEIN: Excuse me, Your Honor, that’s 
contrary to the Stipulation. The Stipulation refers it to 
1962. 

CROSS EXAMINATION 




Vii 
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prior to — up to November oi’ 10(J3? 

A Y/cll, it had shareholdings. 

Q In what companies? 

A Various companies. 

Q Could you tell me what they wore? 

A I'in afraid I can't. This is ten years ago and I 
can't possibly recall the names. Romney, in the course of 
its history held, literally, hundreds of shares. 

Q Well, I just wanted to know in that one-year perio 
but if you don't remember — how is it that you remember 
Ininco? 

A I beg your pardon. 

Q IIow is it that your remember the Ininco investment 

A Ininco was a transaction which was quite different 
from buying and selling shares in other companies. It was 
a long term transaction. 

Q But in 1963, that was, at best, an expectation. 

A I didn't follow you. 

Q You said that Ininco was different because it was 
long term. 

A And, of course, Ininco involved lengthy discussion: 
and therefore it would be in my memory. 

Q Oh, I see. Now, therefore, your other investments 
did not involve lengthy discussions; is that correct, Hr. 
l-’rankl j n? 
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A Not completely correct because there were other 
transactions involvin': lengthy discussions. 

Q But in this one year period, ’62 to 'G3? 

A No, no, the transactions I have in mind occurred 

subsequently. I can't recall that there was any transaction 
up to November of 19C3 of, other than what one would expect 
to find in normal dealing operations. 

Q Right. Now, could you tell me what kind of 
businesses Romney invested in up until 19Go, the end of Gj? 

A They were mostly public, probably entirely public 
companies and they also undertook underwriting activities. 

Q I see. Now, these other investments, Mr. Franklin 
did they entail Romney getting 50 per cent of the voting 
power? 

A One doesn't get 50 per cent of the voting power in 
a public company. 

Q So that therefore, we may reasonably conclude that 
Ininco v/as, at least up until the end of 19G3, the only 
company you got 50 per cent of. 

A I think so. 

Q It may-also be reasonably assumed that Romney did 
not have any experience in connection with autoanalyuor-j or 
that type of scientific equipment. 


Q 


llow did you meet Mr. Carr? 
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A I'vo known Mr. Carr for a very lonj; time. His 
firm and nine v/oro founded round about the sruno period and wo 
had many mutual clients and wo had dealings, professional 
associations on the affairs of mutual clients. 

Q I sec. How, I also see from Exhibit 1311, that tee 
memorandum and articles of association list E.F. Turner and 


6 

9 

10 


11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 


Sons as the solicitors, 


A 


Yes. 


Q That is correct, E.l ? . Turner and Company was the 
office that Mr. Carr was associated with? 


Yes. 


23 

24 


J.l 


Q Did Ur. Carr or E.F. Turner and Company represent 
Romney? 

A Veil, they acted for Romney — or for Unox rather. 
Unox caused this company to be incorporated, and E.F. Turner 
and Sons, of course, acted for Unc-x. 

Q Ritfht. Mere they Unox Solicitors in 19G3? 

A On such occasions as we employed solicitors but 
infrequently, v;o would employ E. F. Turner and Sons. 

Q E. F. Turner and Sons. Would you tell no, Mr. 
Franklin, when Mr. Carr approached you about the Ininco 
investment, what ho said to you? 

A I can tell you the of what he said to me but, 

of course, I can't remember v.hat ho said verbatim. Ho told 
me that this company was about to bo sot up and asked no 







lnctic?.ted some of the* terns and, of course, tho natter was 
put forth on a general basis in tho first instance and the 
details were discussed later. 

Q Did he tell you why Iniuco was being forced? 

A Yes. 

Q YTliat did he tell you about it? 

A He told no it was going to operate as an overseas 

trading corporation. 

Q And is that all ha said in connection with that? 
Just to the best of your recollection. 

A It was going to be an overseas trading corporation 
I don't third: he needed to say anymore. 

Q All right. Then let no ask you, did he — ho told 
you that it was going to be an overseas trading corporation. 
Mow, did he offer you tho investment with the voting rights? 

A Yes, it was indicated that we were being offered 
50 per cent of the voting rights as part of the transaction 
generally. 

Q Right.* Mow, did he also — were you familiar with 
the overseas trading provisions? 

A In principle'? of course. 

Q In principle*that they carry the tax exemption 


anyway. 


5 

/*. 
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Q Did you have any disousfjion as to was there 

any taxation made during this discussion v/itli .dr. Carr as cO 
. » f 

U.3. tax prob.lcr.i3 or consequences? 

> 

A None so far as I can recollect. 

\ 

Q The subject never cams up. 

A I should say it is most unlikely. 

Q Now, you said also that you had several discussion 

with Mr. Carr. Nov/, who else did you discuss this investment 

with on the Technicon end of it? 

A lly recollection is that only Mr. Carr was involved 
Q Only Mr. Carr and then the final — 

A The final meeting. Hr. Whitehead was present. 

Q Just Mr. VThitehead. 

• A I believe there was someone else there but at this 
distance in time, I’m afraid I can’t recall the identity of 
the third party. 

Q Would you recall whether he was an American? 

I would say yes. 

Was he an attorney? 

I really can't pretend to answer that question. 

And was there any mention* made of tax consequences 

at that time, U.S. tax consequences? 

None so far as I can recollect. 


A 

Q 

A 


Q 




Q I believe it has been stipulated that ‘.ho overseas 
trull:.g act was repealed in 1‘JCu? 


I 
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MR. COLUFEIli: I think effective in 19GG. 

THE WITNESS: Would you kindly repeat the question' 

• lib. •VORSANGER: Yes. I haven't finished it, sir. 

) 

THE COURT: Paragraph IS of the Stipulation at the 
bottom of page G; is that v/hat you had in mind? 

MS. VOESANGER: Yes. Now, we have stipulated, Mr. 
Franklin, that the overseas trading act was abolished by 
legislation enacted in 1935 to be effective as of April G, 
19GG. Nov/, on the assumption that your Parliament acts like 
our Congress, the proposed repeal of that legislation, to 
your knowledge, was considered before its enactment. 

MR. GOLDFEIN: Objection, Your Honor. I don't 
understand the question and it's hypothetical. 

MS. VORSANGER: All right, I'll rephrase it. To 
your knowledge, was the repeal of the overseas trading 
benefits, discussed in the Parliament and the press, among 
chartered accountants, before 19G5? 

TILE WITNESS: I really am not prepared to answer 
that. This is eight years ago. There arc an awful lot of 
waters gone under the bridge since then. 

IVY MS. VOP.SANCER: 

Q Is that then your answer, that you don't remember? 

A Yes, I shall have to make that my answer. 

q Insofar as Romney war. concerned, did you make the 
decisions as to v/hat investment!’*, v/oro to l»o made? 
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A Not entirely. On minor matters, I would probably 
have acted without consultation with my colleagues-but on 
matters which involved sircable sums of money in relation to 
Romney, it was a comparatively small company and I would 
not have veted without my colleagues. In any event, wo did 
have monthly Board meetings. 

Q Well, that leads to another question,sir. 

In what range would you consider to be minor and what range 
would you consider to be major so that you would seek 
consultation? 

A In offers of underwriting, I would have regarded as 
being entirely within ny province and I didn’t consider it 
necessary to obtain the approval of my colleagues to accept 
an underwriting offer. If some comparatively small 
share transaction presented itself, I might have acted 
without — of course I v/ould have obtained ratification of the 
next Board meeting. 

Q I understand that, sir, but — well, let me ask 
you the question another way. 25,000 pounds, v/ould you have 
considered that a major investment? 

A In relation to Romney, I would. 

Q Now, do you have any idea what Rooney's investments 
at the end of 1963 wore? 

A I'm sorry, I'm afraid I can't recollect that. 


Q 


No idea at all? 
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A You eeo, Romney had no capital of its own. Romney 
being a wholly-owned subsidiary of Unex, which in itself was 

f 

not a largo company, Romney's capital, of course, was very 
small. 

\ 

Q Yes, I understand. But, its inves^-.'.e’:s at the 
end of 19G3, would they have ranged around 1 alf a million? 

HR. GOLDFLIN: Objection, Your Honor. . chink the 
witness has testified several times he doesn't really recall 
the details of the capital of Romney at that time. 

THE COURT: I think you've testified far enough. 
He's answered. He doesn't remember. 

BY MS. VORSAUGER: 

Q Mr. Franklin, I show you Exhibit 1411. 

A Yes. 

Q Which is a copy of the agreement entered into by 
Romney and Intapco and dealt with the investment in Ininco; 
is that correct? 

A Yes. 

Q At the time, did you execute this on behalf of 
Romney? 

A Probably. Yes, that is my signature. 

Q You were aware then that this agreement provided 
that if you wished to sell your investment in Ininco, that 
you had to offer it to — 

A If v/e followed the procedure laid down in that 
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agreement. 


Q And you are awaro of the fact that it could only 

I 

bo sold at the proscribed price which v/an par. 

A Yed. 

Q Cost. 

\ 

MR. GOLDFEIN: Objection, Your Honor. Tho agreenej: 
spoal:s for itself. 

THE COURT: I know tho agreement speaks for itself. 

MS. VORSANGER: Your Honor, I'm trying to get this 
nan's knowledge of it. I think it's important in what he has 
testified on direct as to what his understanding of tho 
investment was, what consideration he took into account and 
this is, on cross examination, the question therefore is that 
it could be sold at cost. 

Well, I'll make it easier for you, Mr. Franklin. 

1 C You were aware of the provisions of this agreement at the 

17 time? 

I 

18 THE WITNESS: Doesn't this agreement talk about 

19 the proscribed price? 

20 MS. VORSANGER: Yes. 

THE WITNESS: Well, that's not the same as par, is 


MS. VORSANGER: Yes, it is. 

MR. GOLDFEIN: Could I knew what paragraph Counsel 


for Respondent is referring to? 
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entire agreement. I can point him to a paragraph if lie wishes 
.THE WITNESS: As X read the agreement, the price i: 
not par. The price is a proscribed price which is defined in 
this agreement as I read it very quickly. 

THE COURT: What page arc you looking at? 

THE WITNESS: I'm looking at page 5 — I beg your 
pardon. Your Honor, page 4, clause 5 which provides that the 
prescribed price of a preferred ordinary share, a secondary 
ordinary share or a deferred ordinary share shall be the 

r * 

value with respect to such share on the winding of the OTC 
which for this purpose means the sum which the OTC shall 
certify. That is not par. 

BY MS. VCRSANCER: 

Q Now, what were pu entitled to get on the winding 

up, sir? May I show you the articles of incorporation? 

I think it's here, sir. 

A No, that defines the rights in winding up, not on 
the sale. 


Q 

A 

Q 

A 

Q 


But prescribed price refers to a winding up, sir. 
I beg your pardon. 

So you have to look at the winding up. 


And that 


cost, 


is it not, plus any deficiencies 


i n d i v i d e n d s ? 










• v* \ 











A Under this article, yes. The price would have 
been par plus any accumulated dividends. 

Q Right. Now, were you aware of these provisions at 
the tir.io you made the decision to — 

A Well, I must have boc-n. 

Q Okay. And you did testify before that you could 
force a liquidation. 

A Yes. 

Q Nov/, supposing you disagreed with the Weiskopf — 
Mr. Weiskopf and Mr. Whitehead, the Intapco people, what did 
you understand your remedy to be? 

MR. GOLDFEIN: Objection, Your Honor. I don't thir 
the form of the question — I thin': it mixes in hypothetical 
in part and then tries to get back on beam as to a regular 
question. 

THE COURT: Rephrase your question. 

MS. VORSANOER: What was your understanding of 
what remedy was vailablo to Romney in the event of 
disagreement with Intapco? 

THE WITNESS: I think you would have to define the 
disagreement rather more closely. 

MS. VORSANGER: Well, supposing a matter came up 
on the Hoard, for consideration of the Board of Ininco and 
Intapco voted one way and Romney voted the other way? 

MR. COLDFEIN: Is that your definition? 
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MS. VORSAHGER: I’m askiug tho questions, Your 

Honor. 

MR. COLDFEIN: Is that the question? I don’t 
understand. Is this now tiio question or is that your 
definition? I mean, I find this very confusing. 

MS. VORSAHGER: But, Your Honor, it's this nan 
that's got to answer the questions. I'm not asking the 
questions of Mr. Goldfein. 

MR. GOLDFLIiJ: As long as I’m here, Counsel, I’m 
going to see to it that the questions are going to be properl;, 
structured to the witness. I think that that's ray 
responsibility. 

MS. VORSAI'IGER: I don't wish to quibble with 
Counsel, Your Honor, but it seems to me if I ask a question 
and tho witness understands it — 

THE COURT: Well, restate the question, please. 

MS. VORSANGER: Would the reporter read it? 

(Whereupon, the pending question was read back.) 

MS. VORSANGER: Supposing a matter came up before 
the Board and Intapco voted one way and Romney voted the 
other way, what was your understanding as to what Romney 
could do? 

TIIE WITNESS: I don't think, if I may say so, you 
can put the question quite like that because Romney might not 
want to do anything. Uo could have had a disagreement which 








- 1 £CJ/\ 

* c - 100 

had no effect on Romney's investment or Romney's divldoud. 

THE COURT: In other words, you're saying that they 
. could do nothing. 

MS. VOItSANGER: They could do nothing. 

THE YU THESC: Right. That's one course. , 

MS. VORSANGER: But, supposing, then — 

THE WITNESS: If I nay put the question to you that 
I think you’re trying to ask me, if you'll allow me to do so 
with respect. 

MS. VORSANGER: Certainly. 

j THE WITNESS: You're asking me what I would have 

done had there been a disagreement which would have affected 
or might have affected Romney's interest. 

MS. VORSANGER: Yes. 

THE COURT: All right, answer that. 

THE WITNESS: Now, the answer to that is we would 
C have followed the procedure in the agreement which you 
exhibited a moment ago. 

MS. VOR5ANGER: And that procedure was? 

THE WITNESS: That procedure was, we would offer 
the shares for sale and had the sale been not implemented, 
then wo would have had to consider forcing liquidation. 

BY MS. VOP.SANGER: 

Q Now, at the time you made the decision to invest 


in Ininco, you contemplated that there would not. bo any 
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disagreement, isn’t that correct, Mr. Franklin? 

A Ono hoped there .v/ouldn' t be any disagreement. 

Unfortunatolyj in this world, disagreements do taI:o place. 

\ 

Q But you did not anticipate any disagreements? 

A I think I must say to that that I never gave it anj 
particular thought. One knows in business transactions there 
arc disagreements and one takes steps to safeguard oneself 

against such disagreements. 

Q So that the stop you took then was to get out. 

Cot your money out. 

UK. GOLDFEIN: Objection, Your Honor, steps he too! 


12 when? 


15 correct 


US. VORSANGEIi: To safeguard his investment. 

THE COURT: As a matter of fact, that isn't 
The stop he would have taken would bo to got out. 
MR. GOLDFEIII: This is one of the legal remedies, 


is that — 


THE COURT: Yes. 

THE WITNESS: Your question was based on the 
supposition that there might bo a disagreement. I believe. 

US VORSANGER: Yes. And then my subsequent 
question, si^, was, were there — at the time that you 
decided to make the investment, you contemplated that there 
would be no disagreement because you wore part and parcel 
of the Technicoa operation insofar as this in.Cotmcnt \.ns 


■«rvir. »»> •++ 










concerned. 


on . 102 
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THE WITNESS: I couldn't possibly say what was in 


rny mind in 10G3. This was a business transaction in tho 
ordinary course of business and I took such steps to insure 
that the investment that Romney was making was safeguarded. 

LiS. VORSANGER: All right. So you don’t know now 

what was in your mind in 'G3. 


THE WITNESS: Not on the points that you are 


indicating. 


\ 


BY MS. VORSANGER: 


jj q Sir, just so I understand it, a chartered 

12 accountant, would that be like a certified public accountant 

13 in this country? 

14 A Tho same. 

15 q v?as this your main occupation in 1203/ 

ic A Yes, it was. 

17 ( Q Were you self-employed then or with the firm; wore 

• 18 you with Bagshaw then? 

10 A As a practicing young accountant, one must be soli- 

SO employed. 01 course, I hud — lot's see, in 1003, we had 
-1 one accountant there. 


Q Now, what I would like to ask you, sir, i^, in 
connection with the Board of Ininco, wore actual meetings 


hold? 


Occasional meetings, yes, 
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q Do you recall attending these mootlugs now? 

A I can certainly recall some of these meetings that 

wore held in my office. 

q Of the Board of Ininco. 

A Yes. 

Q And would you tell me, if you remember, who was 

present at the meetings you remember? 

A I can recall one of the early meetings when Mr. 

Goldwater and Mr. Evans were present. 

q One of the earlier meetings you recall. Wore these 

meetings conducted in a formal manner? 

A .No, most informal manner as most of the directors 

meetings of this size company are. 

Q Were you provided with an agenda prioi to the 

meeting? 

A I can recall that there was some document that 
needed to be executed, and the reason it was called, because 
it required the sanction of - but this is a long time ago. 

Q Yes. So the only document that you recall at 

this time, sir, is something like a contract that had to be 

l | executed. 

,!R. GOLDFEIti: Excuse me, the witness did not 
testify to that. Don’t put words in the witness' month. 


MS. VORSAKCEa; Your Honor, this ia cross 


examination. I can ask Icndim: questions on c 


ro£5 o.vjii'inut• 




It's a basic rule 
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THE COURT: You can ask leading questions but don't 
put words in the mouth of tho witness. Those are two 
different things. 

BY MS. V0PJ3AUGER: 

Q Is the document that you recall you executed, do 
you recall what it might have been? 

A Yes. It was a power of attorney. 

Q It was a power of attorney. Do you recall at this 

time any other matters that wore taken up with the Board? 

A I'm sorry. Not formal matters, rather, not matters 
which required the formal sanction of tho Board meeting. 

Q Did you — ny question before was whether you were 
provided with an agenda of what would be discussed at tho 
meeting prior to the meeting? 

A It is most unusual for an agenda to be provided 
for meetings of private companies. 

Q All right. Your answer is that it was unusual and 
therefore you don't recall an agenda being provided, is that 
correct? 


TIIE COURT: 7/ore you on the Board of Directors of 


Ininco? 


THE WITNESS: Yos, Your Honor. 

MS. VOHSANCER: Do you have any recollection of 
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] \vliat nuttors wore discussed at the Board meetings that you 

2 attended? 

3 THE WITNESS: I don't think it would bo right to 

4 say that I'vo not a clear recollection of matters discussed 

5 a t Board meetings. I can recall discussions with Hr. Evans 

'* from tine to tine or the fact that I did have discussion-> 

i 

7 with Hr. Evans from time to time. 

* 

8 MS. VORSANGER: Other than like a Board meeting. 

9 THE WITNESS: Yes. 

10 BY MS. VOR3ANGER: 

11 q Were you provided with financial reports of Ininco 

12 Periodically? 

13 A Mr. Evans, who came to see me from time to time, 

l-l a 1 wav 3 brought me up to date on the financial position, t^e 
15 bank balance and so on and so forth. 

1G Q Orally? 

17 A Yes. 

18 q Now, there was another Director on the Ininco 

10 Board who represented the Romney interests; is that correct? 

- l) ' A He was appointed by Iiomncy, yes. 

21 Q That was Mr. Goldwator? 

22 A Yes. 

q v; a s lie an employee of Romney or Unex? 

’ 4 A Ho. 

q Was ho an employee of TcchniconV 


V 










Kot as far as I know. 
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.3 

4 


8 

9 


q What was his business, do you know? 

A I can't answer that with certainty but I had the 

impression that ho was retired. 

q Was he on the Board of Romney? 

Oh, no. 

Y?as he on the Board of Unex? 

Oh, no. 

Do you know why he was selected by Romney? 


A 

Q 

A 

Q 



10 

A 

I can't recall. I have wracked my brains to 

. 

11 

remember this but I knee that he was suggested to no as a 

t 

) 

12 

possibility and I recall that he came to see me. 

t 

13 

Q 

Do you recall who suggested him to you? 

» 

14 

A 

I don't, no. 

1 

i 

15 

Q 

I don't recall your answer, sir, but did you say 

i 

\ 

1C 

he attended Board meetings that you were at? 

j 

O 

17 

A 

1 can remember one Board meeting. 

. * 

: 

• 

\ 


. 18 

Q 

That he was at . 

< 

i 


19 

A 

Yes. 

1 

i 


20 

Q 

Did he vote at that — 


21 

A 

Maybe it was a formal mooting. I'n not saying that 

1 1 

22 

But, I can remember there was a mooting which he attended and 


i 

23 

at which 

. t (■ imv boon for Evans 

:*r. Evans was present. It may u^-vc. 


i 

i 

24 

to give 

us a progress report. 


i 

i 

25 

0 

# 

HOW, did you and Mr. Ooldwator discuss hov; you 

\ 










1 


would vote on any particular Matter? 
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3 


4 


ti 


A Ko. 

Q Prior to 19GG, sir, did you have a relationship 

with Hong Kong, business relationship — Hong Kong Holdings, 

Limited? 

A Oh, no. 

Q When did you first become acquainted with Long Koar 


8 

9 

10 

11 


12 


Holdings? 

A I don't think I ever did become acquainted with 
Hong Kong Holdings except that they bought the Romney shares. 

Q That was your only relationship then with Hong 
Kong Limited? 


13 


A 


14 

15 
10 

17 

18 

19 

20 


21 


22 


23 

24 


Q Now, when did you first hear of the sale and by 
whom? And from whom, I'm sorry. 

A Are you asking when I was approached as to whether 
Romney would he prepared to sell; is that the question? 

Q Ko, whr.t I'm asking you is, when did you first 
hoar that the shares in Ininco held by Intapco night be sold? 

A Oh, that was towards the end of 19G5. 

Q llow did you hear about that? 

A From Mr. Carr. 

Q Could you tell us what Mr. Carr told you as boot 
as you can remember? 


I can only relate what I think must have happened.' 


A 
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Q No, I would really have only your recollection of 


2 

what happened. 


3 

A I do make it quite clear that'this is my 


4 

recollection and that is, that he came to see ino to explain 


5 

that the Ininco situation, of course, had been materially 


t) 

affected b 7 the repeal of the OTC legislation and there was 


7 

no object in Ininco continuing to trade and his clients would 


8 

like to sell the company and would I cooperate in the sale on 

E o 

9 

behalf of P.orme-y. That is the gist of it. 


10 

Q And did you consent to the sale on behalf of 


11 

Romney? 


12 

A I think at the time I expressed considerable 

A I 

13 

indignation because this was only two years after the 

■ 

14 

investments had been made and it was always understood that 

1 

15 

it was to be a long term investment. 

B 

1C 

Q But, you must have realized, Mr. Franklin, at the 

i ° 

17 

time, under the agreement, you had with Intapco, those shares 


18 

had to be offered for sp’o to Romney first; isn't that 

■ 

in 

JO 

correct? May 1 give you the agreement to refresh your 


20 

recollection? 


21 




A That, I think, is factual. 


22 

Q And yet they did not do that. 


>» 

THE COURT: Off the record a moment. 


24 

(’whereupon, a discussion was had off the record.) 

I 

25 

THE COURT: ..You may proceed, Ms. Vorsangcr. 
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nv US. VGFSAaGEll: 

Q At the time of this proposed sale, sir, you 
testified just before the break that you were aware of the 
fact that under your agreement with Intapco, they should have 
offered you the shares first. 

A I believe that to be the position, yes. 

Q I'm sorry, I didn't understand your answer. 

You believe that was what? 

A That to be the position. 

Q Thank you. I'ra sorry. But, Ur. Carr came to you 
instead and said that they wanted to sell to Hong Kong? 

A I can't recall whether he said that they wanted 
to sell to Hong Kong, lie said they wanted to sell the 
company. VTho the purchaser was, obviously I was aware of the 
purchaser eventually but not at that time. I'm not even 
aware that Mr. Carr had a purchaser iu mind at that time. 


Q Oh, all right. That is the information I was 
/trying to elicit. And this meeting then, the time that Mr. 
Carr came to you was approximately when, sir? 

A In the latter months of 10G5. 

Q In the latter months of 10Gb. And you said you 

were quite indignant and wore you advised at that time that 
the selling of tho autoanalyzors would be conducted through 
the Ireland corporation? 

A Through the Ireland corporation? 
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Q Tochnicon Ireland. 
A No, I was not, no. 


Q Did you inquire as to what would happen to the 
business of Ininco? 

A I really can't answer that question at this distan 
in time. I don't think I would have been concerned. Tho 
only relevant point, it would seem to mo, would be that 
Romney would sell its holding, in Ininco. You must bear in 
mind that this is a fixed interest, a fixed dividend holding 
and Romney had no interest in the equity of the company. 

Q Right. All you were really interested in was the 
12 and a half per cent return and protection of — 

A And the capital. 

Q And the capital. Now, could you give me an idea 
what the prevailing dividend rate was in 'G3-64? 

i 

A Well, I think that question, if I may say so, is 
much too general because dividend rates are related to all 
sorts of factors such as risks and type o r business. 

Q I'm sorry. I think your objection is appropriate. 
Was the 12 and a half per cent return on your investment 
higher than the usual return you could expect to get? 

A Yes, it was substantially higher say than on a 
Government stock at that time. 

Q Vi as it higher, sir, than tho yield on Romney’s 

other investments, up to 'G3? 
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A I would havo said yos. 

Q So chat, actually, insofar as Romney was concerned 
you wore getting a very good rate of return. 

A Yes. I can’t speak for this for certainty but I 
have it in mind that at the tine the bank rate which then go: 
interest rates in the United Kingdom, was 5 pox' cent and the 
normal lending rate for a good risk would have been 2 per coi 
over bank rates so that would have been 7 per cent. Go you 
have to compare that with the 12 and a half per cent. 

Q And this is one of the considerations you had in 
mind, sir, that led you to make the investment. 

A Yes. It is quite, I think, obvious, that unless 
we had an attractive deal, the investment — there was no 
point in the investment. T.'e wanted a bigger return on this 
investment which was to be long term, than* would bo 
deprived on any other forward investment. 

Q Right. But, there came a time, sir, when you did 
decide to sell the Inir.co stock. 

A I decided to recommend to my colleagues that they 
sell, yes. 


Q Yes, you decided to recommend that. What factors 
led to that decision? 


A The fact that Iniuco was no longer able to carry 


op. business as an overseas trade cornotntion. 


the pro : i A:meat of the Ir.tnpco interests 


One rccogn t::e 
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8 

9 

10 

11 

12 

13 

14 

15 
1G 
17 
IS 

10 
20 
21 


21 


Q But that I?. ado no difference to you, sir, did it, 

v,-bather it carried on business no an overseas trading 

corporation? Your return was* limited. 

% 

A Yes, but then*ny colleagues and Is r a reason 
why we should offer any impediment. 

Q I beg your pardon? 

A My colleagues on the Romney' Board saw no good 
reason why we should — after all, this agreement was entered 
into in good faith and the circumstances at the time the 
request was made to cooperate in the sale of the shares, it 
was made under circumstances beyond the control of the other 
people and they saw no reason to bo difficult. 

Q You saw no reason to be difficult. So, basically, 

you acquiesced in the sale. 

MR. GOLDFEIN: Objection, Your Honor, I think 
that she is leading the witness, putting words in his mouth. 
THE COURT: Yes, she is. y 

IIS. VORSAUGER: But it's perfectly proper to lead 

the witness on cross examination. 

THE COURT: You are leading the witness. You 1 re 

being cumulative and let's move on. 

MS. VOR3AUGER: It really goes to the heart of 

Respondent' s cast,*. 

THE COURT: I know exactly v.hat the heart of your 
case is. I think you've made your point. I think you've 







: . 

I 

asked some good questions and pot some good answers. Sometime s 
you can ask too many questions, you know. 

MS. VORSANGER: I know. 

BY M3. VCRSANGER: 

Q When you and the Board of Romney decided to cell j 
the Ininco shares, were you aware that the autoanalyzers woar. 

be sold through another entity? 

A I should say the answer to that is uo. It wasn't 
my concern. 1 was really concerned with the Romney investment], 

not the future of autoanalysers. 

Q So, it was not a factor in your decision to cell i 

A It couldn't ha^/c been a factor because it was not 

within my knowledge. 

Q Prior to the acquisition of the Ininco chares, v.eic 
you acquainted with Hr. tfeiskopf or Mr. Y/hitehead? 

A I had met Hr. Wei^uopf but not to the best of my 

recollection Mr. Whitehead. 

Q In what connection had you met Hr. V.eiskopf? 

A It was in connection with a company in which I was 


a shareholder. 

q Could you be a little bit more specific about that 

A I'm afraid I can’t at this distance in time. 

That's long before the Ininco transaction, somo years before 

the Ininco transaction. 

Q Would that be a public company? 
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A No, no, no. 

Q Was it a company related to Tcchnicon? 

A I can't even recolloct that. I honestly can't 
recall the circumstances in that company at all. 

Q In auy event, it was a business — 

A Business transaction, yes. 

Q Now, I believe you answered this question but just 
to make sure, was there any prior relationship by Romney or 
Uae:-: v/ith the Technicon interests? 

A No, none whatever. 

Q Yfere any of the Directors of Romney Officers of 
Ininco? 

A I think I can say no to that. 

Q Were any Romney Directors, cither Directors or 
employees of Technicon? 

A I think I can also say no to that. 

MS. VORSANGER: I have no further questions. 

THE COURT: Thank you, 11s. Vorsanger. Mr. 
Goldfoiu, redirect? 

UR. GOLDFEIN: Yes, just one or two. 

REDIRECT EXAHINATION 
DY MR. GOLDFEIN: 

Q Mr. Franklin, I know there are a lottf questions 
asked of you setting forth a number of hypotheticals. I'd 
lust like to clarify a few things. First of all, to your 


Just like to clarify a few tilings. 








_ 143 A. 


115 


recollection, were there, iu fact, any disagreements between 
on the Board of Directors? 


A None. 

Q And Y/hen you testified with respect to if there had 
been a disagreement, you v/ould have offered your shares and 
then liquidated or were you testifying as to your understand!: 
of one of your remedies? 

A My answer to that question was, it depended on the 
nature of disagreement. It had to be a disa/i Dement which 
would not have affected the interests of Romney and I could 
see no reason to pursue any remedies wc might have had. 

Q But, all the documents together, of course , 
represent all of your remedies. 

A Exactly. The remedies were always there in case 


of need. 


HR. GOLDIT'IN: Clerk, please mark this. 

THE CLERIC: Petitioner's Exhibit 33 marked for 


identification. 

(Whereupon, the aforementioned document 
was marked as Petitioner's Exhibit Number 
38 for the purpose of identification.) 

BY MR. COLDERIE: 

Hr. Franklin, I show you Petitioner's Exhibit 38 


Q 


for identification and I ask you, is this your signatuio? 


This is. 




A 









/ 


I 144A 


Q And to when is that lettox* addressed? 

A Addressed to >!x*. Carr. 

Q And what docs that letter relate to? 

A Well, it concerns the discussions I had — rather 
the discussions ?Ir. Carr had with me with the original requesi 
to cooperate in the sale of the P.omney shares. 

Q And could you toll us what the date of that letter 


A 22nd of December, 19G5. 


HU. GOLDFEIN: I offer Petitioner's Exhibit 38 in 


evidence. 


MS. VORSANGER: What is the purpose of the offer? 
MR. GOLDFEIIi: It's to show the negotiations and 
discussions regarding the sale of Romney's interests in 
Ininco. This was the background which Mr. Franklin testified 


THE COURT: May I see it please? Ms. Vorsangcr, 


do you have any objection to the admission of this? 


Honor? 


MS. VORSAHGER: Could I finish reading it, Your 


THE COURT: Fine, 


MS. VORSAKGEii: Ho objection, Your Honor. 

THE COURT: All right. Do you wish to offer it in 


evidence, Mr. GolUJPoin? 


MR. GOIil.TEIH: Yes, I offer it. 



t 
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THE COURT: All right, then let the record show 

that Petitioner’s Exhibit 23 has boon received in evidence, 
f 

(Whereupon, the aforenontioned document, 

heretofore marked as Petitioner's Exhibit 

\ 

Number 38 for the purpose of identification, 
was received into cvidenco.) 

MR. GOLDFEIN: I have no further questions, thank 


8 you. 



THE COURT: Any recross? 

* 

L!3. VORSANGER: Just one minute, Your Honor. 

No, Your Honor. 

THE COURT: You may be excused, Mr. Franklin. 

Mr. Goldfein, you may call your next witness. 

HR. GOLDFEIN: Before I do, Your Honor, I'd like 
to settle some additional stipulated Exhibits. I think ;is. 
Vorsanger wanted to stipulate to Exhibits. 

MS. VORSANGER: We have stipulated, Your Honor, to 
all of the minutes of the shareholders and directors of 
Intapco save two and I would like stipulated the additional 
two and also stipulated that those two minutes and the ones 
already appearing in the Stipulation, arc all - constitute 
all of the shareholders and directors meetings of 
THE COURT: And do you wish to — 

MR. GOLDFEIN: Yes, but, Your Honor, I have no 
real doubt that they arc all of the minutes but I would like 
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Mr. Carr — 

MS. VOUSAKGER: Eight. If there are additional 
ones — ny purpose is to get them all in, Your honor. 

MR. GOLDFEIN: And the other Exhibit that we v/ould 
like to stipulate together is the application to the United 
Kingdom income tax. 

THE COURT: All right. How are these Exhibits 
being marked? Are these to be joint Exhibits or your Exhibit: 

MR. GOLDFEIN: I think these should be joint 

Exhibits. 

THE COURT: Then will the Clerk marl: them? Wo 
left off, the last joint Exhibit was; of course, 37KK, now 
we have Petitioner's Exhibit 33. Give them to tho Clerk so 
he can nark them. 

MS. VORSANGER: Okay. I will give him the minutes 
of organization meeting of Intapco, Inc. dated November 24th, 
19G3 which we v/ould offer as i.xhibit 39LL. 

THE COURT: All right. 

MS. VORSANGER: And the other one is a copy of the 
special meeting of the Board of Directors of Intapco dated 
December 10, 10G3 and I would offer that as Exhibit 40 MM. 

And Your Honor, I'm producing originals and v/e'll make the 

appropriate motion at the end of trial. 

THE COURT: All right, Give then to tho clerk so 

ho can mark. them. 
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MR. GOLDFEIN: And, at this time — I don't know 


what Exhibit wc'rc up to — Petitioner's Exhibit 41, I think, 


is the form number 3S/0TC entitled. United Kingdom Income Tax 


Exemption Claimed by Person Not Resident in the United Kingdo¬ 


ms. VOESANC.EE: The only thing I would like to 


inquire of Mr. Goldfein, is that the only application there 


MR. GOLDFEIN: The only one I have, yes. And this 


had to do with — in one of the Exhibits that was already 


stipulated, it is — which are letters from Inland Revenue, 


there is a reference to this application. So, I thought, to 


complete the record we ought to have the application. 


(Whereupon, the aforementioned documents 


were marked as Joint Lxnibits oDLL and 


40MM and Petitioner's Exhibit Number 41 


for the purpose of identification and 


received into evidence.) 


IIS. VORSANGEP.: Before wc call the next witness, 


I was wondering if wo could have a very short recess? 


THE COURT: Yes. I'll take a five-minute recess. 


(Whereupon, a short recess was taken.) 


THE COURT: Mr. Goldfein, you may call your next 


witness. 


MS. VOESANGEE: Excuse me. Your Honor, just before 


that, wc have an additional Exhibit 


7 
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TJ1E COURT: Ig this a Joint Exhibit or Kcapoudon c ' jw 
MS. VORSALGER: Perhaps I will make it my Exhibit. 

MR. GOLDi’EIiI: I'll be happy to join you and make 

it a joint Exhibit. 

MS. VOHSAHGER: Okay. 

THE COURT: That will bo Joint Exhibit — 

T1IE CLERIC: 42UN, Your Honor. 

THE COURT: Joint Exhibit 42NN. And you wish to 

offer it in evidence? 

MS. VOR3ANGER: Yes, Your Honor. 

THE COURT: All right, we'll let the record show 
that the parties' Joint Exhibit 42NN has been marked for 
identification and received into evidence. 

(Whereupon, * ' aforementioned document 

v/as marked as Joint Exhibit 42NN for the 
purpose of identification and was 
received into evidence.) 

T1IE COURT: All right, Mr. Goldfein. 

MR. GOLDFEIN: My : ext witness, I would like to 

call, is William Robert Carr. 

WILLIAM ROBERT CARR 

a witness herein, called by the Petitioners, having been firs 
duly sworn, was examined and testified as follows: 

THE CLERK: He seated and state your name and 

address for the record, please. 






Barnc-y Cato, Tonnesnall Cardens, London SV/ 7 . 

direct i5xai;i:;atio:i 

BY MR. GOLDSTIIt: 

^11. Carr, ...me is your country of cJ.tincuship? 
United Kingdom. 

And are you a resident of that country nor/? 

Yes, I am. 

Mr. Carr, could you tell us your present occupatio 
I'm a Director of a public company in Groat Britui 
Granada Group Limited. I'm a Director of the Group and I'm 
also a Director and Managing Director of a number of 
subsidiaries; Granada Group itself is a company — I suppose 
in dollars, with a turnover* of about 250 million dollars a year, 
making profits of 30 to 40 million dollars a year. And I run 
tv/o of the major subsidiary companies and their international 


Q 

A 

Q 

A 

rv 

Q 

A 


operations. 

Q Granada Group Limited, is that a listed company? 

A It's a listed company and tv/o of our subsidiary 

companies, one v. publishing*company and one a rental company 
arc also listed on the stock exchange. YTc have three listed 
companies. 


Q Is that the London Stock Kxohango? 


A 


^C:>, the London Stock Kxch 


am 


And the 


which you are tho Ik-nagi ng 




Q 


Los of 







1 
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Director, what is the name of that company? 

A Well, it's called Pobir.son Rentals* and it's px/rdiy th^ 
• biggest company in our group with a staff cf about four and 
a half thousand people and a turnover of about '10 million 
•* pounds a year. 

Q And that is a public — 

A That is a public company. 

Q Prior to your becoming affiliated with Granada 
9 Group Limited, 'ir. Carr, what was your occupation? 

10 A I was a solicitor with the firm E.F. Turner and 

31 Sons in the City of London. Father like Mr-. Franklin's firm, 
3 - a very old, reputable firm in existence more than 100 years 
ia f and I v/as the senior, what I would call, commercial partner 
14 in the firm. 


lav,’? 


Q And during v/hat period of time did you practice 


A Immediately after the v/ar, I lectured law for 


three years and then I went to the City of London to the firm 
F..F. Turner and Sons whore I practiced law for seme IS years 
and I've now been out of the lav/, I think, six to seven years, 
Q Pardon? 

A I've been out of the law now some* six or seven 


years. 


Q You left the practice of lav/ about Ih’G/, is that 


about right? 


» / .; 


!’ 
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A About right, yes. 

Q And can you tell us, why did you leave the practice 
o.i law? 

A Quito a number of reasons v;liy I loft. I think 
the principal reason was that having been* a lav/ locturci-, i* 
felt* I knew something about the law once upon a tine. 

Around about 1967, I found I was mainly occupied in holding 
some 20 directorships and was neither* one thing or another and 
sat down and thought one day and I v/ent into business and 
gave the whole lot up. The law and my other directorships 
and stai'ted a new life. 

Q Thank you. VThat was your association with 
Tochnicon Instruments Company Limited? 

A I met Mr. Vhitehead, the first witness, through a 
friend who traveled with him to England by sea. It must have 
been v/ithic a year or six months before the incorporation of 
Technicon Instruments Company Limited in England. I can't 
remember the date of that but it must have been the late 
50s. Technicon was trying to trade in England but wore having 
very considerable difficulty in getting a Board of iradc 
license to do so. And his friend recommended no to have a 
try and I managed to get these licenses and my firm* then 
acted for the Tochnicon Instruments Company, thereafter they 
formed it and wo acted for it. As far as I know, L.l . Tumor 


still does act for it. 
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O And what is your present relationship with ..^r. 
Whitehead or tho Tcchnicon group of coir,panics? 

A Except for my presence here today, nothing. 

I don't see them at all. 

Q Were you a Director of Tcchnicon Instruments 
Company, Limited? 

A Yes, I was a Director from, I think, the moment of 
incorporation up to the time when I left the lav/, when I gave 
up all my directorships. 

Q So that period covered from 1959 or so through — 

A Certainly the dates you're talking, up to late 

* CG. 

Q And during that period in which you were a Directoi 
in what activities was Tcchnicon Instruments Limited engaged? 

A Well, it grew from very little. It started in the 
basement. If I recollect, it started by assembling parts 
being brought from America into autoaualyzers, t.be machine 
that was described earlier and then started its own 
manufacture, importing some parts and other parts made up in 
the U.K., then started its own factory and then decided to 
really develop very much more, sometime in tho early GOs, 
particularly in tlxe Commonwealth and European markets. I 
grow during this period. 

Q And are you familiar with tho circumstances of 
the creation of Ininco Limited? 


* 
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A Yon, very much so. I believe, looking back, that 
the idea probably emanated from myself and I suggested to the 

Board that one!way of helping this increasing business would 

\ 

bo to o'er to through an overseas trade corporation. 

Q When you say the Board, are you referring to the 

Board of Limited? 

I 

A I v/as on no other Technicon Board, I wasn't on the 
Ininco Board — so, if I do, it’s always Technicon Instruments 
Board. 

Q Okay, fine. 

A And they considered the idea and they thought, 
fair enough and to get on to investigate it and work out a 
scheme and come back, put it up and that s v/hat happened. 
y, T e worked out a scheme. \?hen I say v/e, I would be talking to 
not only the group's — that is, Technicon Instrument's own 
accountant but I'd be talking to other people on the matter 
at the same tine. I wasn't operating in a vacuum. 

q In your consideration of Ininco, and your 
discussions with the Board, what type of company did you 
expect the new entity to be, in terms of U.k. structure? 

A Veil, the difficulty about an OTC at that time 
Q I just wanted to get that. It was goin.g to be an 
overseas trade corporation. 

A It was going to be an overseas trade corporation. 

The object was to build up more — 
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MS. VOHSANGi'.R: Objection, Your Honor. I move to 


strike chat part. He's already answered the question. 
MR. (GO T UFO III: Hell, it missed me. 

Till. CO. IT: It missed rae too. 

\ 

BY HR. GOLLFEIH: 


Q Hr. Carr, how did yor e: poet an overseas trade 
corporation to be benefit in this circumstance? 

A Because it would provide more cash resources to 
Teclmiccn Instruments Company Limited to expand its trade. 

Q Could you please explain to us, Ur. Carr, what is 
an overseas trade corporation? 

A An overseas trade corporation had wider implica¬ 
tions than the one v/e're talking about today, Ininco ana 
Technicon Instruments. It wasn't, I believe, designed 
particularly for that, it was designed more for, say the 
rubber companies operating in Malaya, other companies 
operating in India, where they hacl boon established years 
ago with scats of management in London but it also could be 
applied to companies in England manufacturing and soiling 
abroad. In other words, it was Government legislation to 
improve overseas earnings. This is the basis of it and 
there was no reason why a company such as Tcchnicon should 
not take advantage, in fact, it had every good reason why it 
should take advantage of this business being a major exporter 


And this is why v/o did it. 
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Q And what are the specific requirements of an 
overseas trading corporation? 

A Tho basic requirements might be easier to give. 

I thin!: there would bo four basic requirements under the act. 
Ancl I think, h. the light of this particular case, there was 
one other fifth requirement in my opinion, which was more of 
3 roei ’ 1 at ion made under the ret as opposed to a requirement o! 
the act. But, the requirements of the act were really quite 
clear. It had to be incorporated*in England. It had to have 
its residence in England or the United Kingdom, to give a 
true description. It had to carry on all its trade abroad at 
the time and it had to be subject to the tax regulations of 
the country in which if traded. Now, they were the four 
basic requirements of the overseas trade corporation. Tho 
fifth one that I mentioned is, because it has cropped up and 


is vital — 


MR. GORDON: Objection, Your Honor. Tho witness 


is testifying as to his opinion and he has net been 
qualified as an expert. 

THE COURT: Well, he's a lawyer, a solicitor and 
his business has been to advise people. Rot only tho parties: 
before the Court but — have you advised other people on 
overseas trade corporations, other clients? 

THE WITNESS: I did then. Yes, indeed. At that 
time I might have boon regarded as some sort of expert.. 
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ii;2 COURT: I think he's qualified to answer. 

ME. GOLDIKIN: Before you continue your aasv/or, 

Hr. Curr — do I gather that there has been a change in 
Counsel for the purpose of the cross exair.ina.tion? 

THE COURT: Ho, no, no change. 

!!?.. GOPJDOH: Yes, there has. 

THE COUP.?: I didn't know that. Are you going to 
cross examine Mr. Carr? 

ME. GORDON: Yes, I will. 

J 

THE COURT: I didn't know that. 

BY HR. GOLDEEIl-r: 

Q Do you want a little bit of the last question or 
13 the last answer? 

*4 A Ho, the fifth point was the one that I began to 

mention, was that clearly, the Government did not allow a 
manufacturing business in England to filter all of its j^rofitj 
into an overseas trading corporation so that arrangements 
vjre made to agree on manufacturing prices and sale prices to 
1,1 an overseas trade corporation and this was done in the case 
. of Technicon and was done by Touche, ^oss, Bailey* and Hr. Hume ■ 

~ l it on behalf of the Company and the price was fixed. 

Q Did the Touche*Ross — that's the accounting firm, 
-* chartered accountants? 

- 1 A Char tore' 5 accountants, auditors of Technicon 


Instruments Company, Limited, 



ir/j 


L, 
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/aicl they handled all the inland reveaua r.ogotiation—? 


Ancl hr. Hume of Touche, Ross* was the partner in charge? 


q 

/aid 

they liai 

A 

Y es. 


Q 

And 

Mr. Hum 

A 

Yes. 


Q 

And 

is !ir. 

A 

I 'm 

afraid 


A I'm afraid Mr. Hume died, I regret to say, about 
three years ago. 

Q • Can you explain hov/ you dealt with these technical 
requirements of an overseas trade corporation in the case of 
Ininco? 

A Well, taking the simple ones first, Mr. Kune dealt 
with number five because he had the detailed knowledge of the 
conoany's accounts and the figures and therefore he could 
produce the manufacturing costs, talk to the revenue and solver 
that. 

Carrying on the tiade abroad solved itself because 
the export business did exist and the agency was set up in 
Holland with this Mr. van Ihuiil*who was recommended and he dealt 
with all overseas business. The invoices came to him and he 
placed the invoice. Ho, they were quite simple. • 

Starting at r. mber one, the incorporation of the 

. 

company, that is .also a simple matter, to incorporate a 
company in England but v;e did have one problem here an to who 
should own the shares, whether they should be held in *.ugla:ui 
or whether they should he held by Mr. Y/oiskopC and ..r. 
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Whitehead. That, I think I can deal with when wo come to 
another point and deal with the two together, if I could. 

The second point, rosideaco in England, means that' it has its 
central place of management and business. In other words, 
the Board of Directors meet there and the policy is decided 
there although the trade isn't carried on there. That also 
would be tied up with the third and really difficult point 
was how to get a capital structure which would satisfy the 


requirements of OTC. And the problem we faced here was. 


1° I there is also legislation in England, which I believe is 
\ 

n similar to that in America, that in England, the precise 
l'r nature of the legislation is that any company which is 
1 ;{ controlled by five or fewer persons is subject to a direction 

14 for surtax purposes. is other words, to prevent an accumula- 

tion of money in a company when it was controlled by five or 
fewer people and if this happened, then the revenue could 

. - (• 

11 make a direction against the company which moant that that 
income or the profits lying in the company would be 
1 ' apportioned to the shareholders for their tax purposes and 
they would have to pay*income t.ax. Veil, income tax was . 

- 1 charged at the source but the company in England took income 

-- tax out, handed it to the Government and they'd have to pay 

the surtax. The effect of this, of courco, was if a diroctio: 
was made, then the surplus funds were paid out so the 
- * ahur .-holders could pay their surtax because in 1903, 1 boliev. 


\ 
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our total rate* of tax was something of the ordor of 13 and 
G or 19 the pound. It was running maybe 90 per coat. So 

it was pretty tough legislation. 

The OTC legislation did not exempt companies from 

the surtax dii'ection legislation. And this was something 

which raised an anomoly*under the act because if the company 

is liable to* a direction for surtax, even though*t-e tax wasn't 

payable it threw up a liability for income tax. So it defences. 

the whole object of an OTC. If you formed a company which 

was liable for direction for surtax, then you needn't form 

the OTC at all because you would lose both the benefits of 

c - 

the income tax and the surtax position. 

This is exactly the case that would.happen in the 

case of Hr. Whitehead and hr. Woiskopf holding the* company 

—well they are 

because two peoole were/fewer than five and the answer would 
be^ the company v/ould be liable* for surtax direction. ihio 
was discussed at vast length by myself, Mr. Hume and otnors 
as to what we could do about it. And wo eventually put up a 
scheme to Mr. T/hitehead and Mr. Yfeiskopf and we said, either 
you can have 11 people with equal shareholdings whicu was 
greeted with horror I might say. It v/as turned down absolute 
immediately. This was no*: permissible at all. V.e suggested 
the only other method under the act was to use an exemption 
Mfl. CO'.ibO;;: Your Honor, excuse me. I'm not too 
whether iho witness, at this time, is going boyoi.^ 


:;uvo 
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original questies that was asked. I've somewhat lost sight 
of the original question. 

THE COURT: I thinl: he probably is. 

MR. GOLDm::; The original question is. Your 
Honor, how did you ders! with the technical requirements, of 


an OTC. 


THE COURT: Please explain that, go ahead. 


THE Y/ITNES3: The only other method is to bring in 

there $,' 

a public company because / an e option of the particular 

if* 

provisions that/the shares are held by public company 
quotod on a recognized stock exchange, I think are the words. 


then the company will not be subject to a direction to 
surtax. Mr. Hume and myself, being very cautious, then put 
up a'proposition to Y/eiskopf and Y'hitchoad that, let’s form 
a company and give 51 per cent of the vote to a public 
company in England. And this they wouldn't accept. I would 
have been much happier if it haa 51 because then the problem, 
as a lawyer, would have been beyond doubt. 49 would have 
been useless in my opinion. I think 59 would solve the 
problem and we settled for that as a basis at the time.. If 
we gave 59 per cent of the votes to a public company, we 
would probably be all right. All I can say is it turned out 
to be all right but I was a little doubtful at the tine, I 


DY LiR. GO:.!;. i.'IIi: 


may say. 
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1 

n At the time of the formation of Ininco, v/au there 


2 

any discussion or question raised regarding the eventual 


:j 

liquidation of Ininco or sale of its shares? 


4 

A Wo were too busy forming or finding ways to form 


5 

it and the definite intention was that as long as there was a 

1 

(i 

benefit under the OTC regulations, this would go on. There 


7 

was no suggestion of liquidation. 


8 

Q And at that time, 1963, the timo of the formation, 

rs 

9 

did you consider that the OTC legislation was a permanent 


10 

part of the laws of the U.K.? 


11 

A Well, I wouldn't say permanent but I thought it wa: 


12 

fairly long term. It was a Government provision in order to 


13 

help the economy. Therefore, there was always- a chance of 


14 

change but certainly it wasn't expected to change as it did. 


15 

0. While v/o're talking about this, Mr. Carr, when in 


1G 

fact, did the public learn of the proposed elimination of the 

o 

17 

OTC legislation? 

■ 

18 

A Well, my recollection is that the first we learned 


19 

about it was when it appeared in the finance bill in 1965, 


20 

that is, the Gth of April, the finance bill appears and it 


21 

appeared then. I don't know of any prior newspaper gossip 


2*j 

or talk about it. 


22 

Q To whom did you spool: regarding the outside stock 


21 

investment in Ininco Limited? 


25 

A Veil, having settled the proposition with my 








r' 


clients that wo would firm this up. I spoke with several I 

people and eventually — well, one of then is Mr. Franklin 
and we come to the arrangement which we've heard about 
already. But I did speak to others who weren't interested. 

Q And what role did you play in tin discussions with 
respect to llomnoy Investment? 

A Kell, I told Hr. Franklin what we wanted; that we 
wanted an investment by &: public company which would carry 50 
per cent of the votes. It would be a security; I think we 
decided on preferred shares, 1'ra not quite sure. But, it was 
going to be a fixed interest security and eventually it was 
agreed to be a preferred share with a fixed dividend. And I 
told him who the people were, the type of business and I thou.ht 
it was a very solid business, a lot of security and would br 
a good investment. 

Q To what extent was your advice regarding the 
capital structure of Ininco influenced by U.S. tax 
considerations? 

A Not at all. 

Q Mr. Carr, can you explain what a deadlock company 


% 

A Yes. In England deadlock companies are created, 
not very frequently, but they're created more often than not 
when there arc only two shareholder's and usually they are two 
individuals who believe they’re go inn to bo happily married 


mat* 
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but arc not prepared to take the risk and neither party can 
vote against the other and it is absolutely deadlocked. They 
carry on business, if there is a problem, then that problem 
remains a problem because neither can solve it. It s 
achieved by having equal votes of shareholders and equal vote 

as to directors. 

Q I refer to Joint Exhibit 10J and in articular, 
article 10G. Could you explain v/hat that article is, 

A Well, it means that when a Board of Directors 
THE- COURT: What page is that? 

THE WITNESS: It is page 32, Your Honor. Veil, 
the first sentence, I think, must be clear. The Board of 
Directors may meet. The second, questions are determined by 
a majority of vote. Then it says, in the case of an equality 
vote, the Chairman may not have a second casting vote. Is 

that the part? 

MR. GOLDFEIN: Yes. 

THE WITNESS: It means that 11 your lour Directors 
two vote one way and two the other, the Chairman does not bav<j 
a second vote. In England, the public company quoted on the 
stoci: exchange, normally has a provision which enables the 
Chairman to have a second casting vote. In private companies 
it varies, depending upon what tl.o parties decide. Attached 
to Table A of the company's act, which really governs. Table 
A is a draft set up as part of the association — 




iMU 


***** 








MR. GORDON: Your Honor, objection. It goes beyond 

the scope of the question, 
f 

• . \ 

THE'COURT: Yes, objection sustained. 

MR. GOLDFEIN: Was the provision which permits the 
Chairman to cast tho deciding vote deleted in the case of 
Ininco? 

MR. GORDON: Objection, Your Honor. There is no 
evidence it was ever in as part of -the records or tho minutes 
of the corporation, tho articles or' incorporation of Ininco. 

I believe the a estion was whether it was deleted. 

THE WITNESS: I think you're probably right. 

THE COURT: Wait just a moment. Mr. Goldfein, 
didn't you state your question wrong? What bothers me, on 
the back of this page 32, it says in tho case of an equality 
of votes, the Chairman shall not have a second casting vote. 

I thought you just asked him, did you delete that. 

MR. GOLDFEIN: Your Honor, I meant — perhaps I die 
THE COURT: State it again. 

MR. GOLDFEIN: I think we can disregard the 
question. I withdraw the question. Was tho effect oi having 
article 103 in the articles hero, to make Ininco a deadlocked 


company ? 


TIIE WITNESS: Yes, indeed. 

1)Y MR. G0IDIT.IN: 

And, in tho case of Ininco, how was the deadlock 


Q 




PODS 


ibilities considered? 


IfSA 



m GORDON: Objection, Your Honor, I think the 


articles of association speak for themselves and they sot forth 
the contingencies and what would occur in the event of 


deadlock. 

THE COURT: Restate your question, Mr. Goldfeiu. 
MR.’GOLDFEIN: Yes. In the case of Ininco, were 

the possibilities of deadlock considered? 

THE WITNESS: Very much so. And they wore dealt 

with in two ways. 

UR. COLDFEIN: How were they dealt with? 

TI1E COURT: Go ahead and answer. 

TIIE WITNESS. In the first place, they were dealt 
with statutorily as our friend has mentioned. In the second 
place, they were dealt with in an agreement between the 

parties some time in November. 

?JR. GOLDFEIN: When you say statutorily, you are 

referring to the articles of association? 

THE WITNESS: The way you've pointed out at the 
present moment, yes. That, and of course, on the share of 
votes which was sot up earlier in the statutes, there or-* 
equal votes between two classes of shares, but it doesn't say 
%/ho owns the shares. There was another agreement between the 


shareholders. 


In the same Joint Exhibit IG.i, 


COURT. IN: 







A 
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refer to article 32 ou page 1G and ask you to consider, what • 
is tho meaning of that provision? 

MR. GORDON: Again, Your Honor, I'd like to object. 
I think that tho items speak for themselves. 

THE COURT: The language appears to be clear to no. 
MR. GOLDFEIN: I think, Your Honor, why I'm going 
into this inquiry is that on the — in the trial memorandum ol 
Respondent, apparently some todo was made of this provision 
and I'd like to explain Ur. Carr's understanding of this 
provision and what the effects of this provision really are. 

THE COURT: V/ell, the trial memorandum of both 
parties are not part of this official record whatsoever in 
this case. They're merely for my information and guidance in 
preparing for the trial of the case. They're not a part of 
the official record whatsoever. 

MR. GOLUFEIN: I understand that but I would 
anticipate then that the Government is going to make some 
point with respect to article 32 and I would like the entire-- 
THE COURT: Overruled. Co ahead. You may ansvrer. 
That is, if the Government follows the theory it has pointed 
out in its trial memorandum. 

MR. GORDON: Your Honor, may I inquire if the 
Government's position is taken on brief — 

THE COURT: Yos, but lie hasn't had a chance — he 
won't bo hero on bi'icf. That's too late. 


• ft- 
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Mr. Carr. 


168A 


THE Y'lTIIEuS: 

ever seen a sot of articl 
modified but in a private 
scon one without it. 


I just don’t believe in 20 years I've 
os without it. Maybe slightly 
company, I don't believe I'vo ever 


MR. GOLDFEIN: Thank you. Cau you toll me, Mr. 
Carr, how wore Romney's equal voting rights in the caso of 
Ininco, accomplished? 

MR. GORDON: Objection, Your Honor. 

THE COURT: Stato that question again, will you 
please, Mr. Goldfcin? 

BY MR. GOLDFEIN: 

Q In the case of Ininco, how were Romney's equal 


voting rights accomplished? 


A First of all, because the votes were attached to 
the shares and they took up certain shares which carried 50 
pei’ cent of the votes. 

Q Mr. Carr, did you ever ask any of the ropresontat 
of Unex or Romney to agree not to veto their shares freely, 




as they saw fit? 

A No. 

Q To your knowledge, were there any oral or written 
agreements or any other understanding whatsoever that Romney 
would vote their shares in a certain way? 


A 


Not to r:y knowledge. 






±£3t\ 


l-u 


(1 To your knowledge, was there* ever any oral or 
written agreement or understanding that Romney would vole Its 
shares in accordance with the instructions or desires of 

Whitehead? 

A No. 

Q Of Veiskopf? 

A No. 

Q Of Technicon Instruments Corp.? 

A No. 

Q Technicon Instruments Company, Limited? 

A No. 

Q Any other person or organization connected with 

Technicon? 

A No. 

MR. GOLDFEIN: Let the record reflect that no was 
the response to each of those questions. 

BY MR. GOLDFEIN: 

Q What effect did the repeal of the overseas trade 
corporation legislation have on your advice to VeisLopx and 

Whitehead regarding Ininco? 

A Well, the repeal of the legislation, of course, 


made Ininco no longer a useful, vehicle for the purpose, 
originally intended. The first announcement came in April a; 
I believe the net will appear on the boohs in I.rig land round 
about the first of August, I think is the date when it appaa 
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To some CNtont, Ininco had always been au anathema to bliiteaer:: 

\ 

2 

and iVoisUopf because of this outside interest. 

• 

3 

jtlt. GORDON: Objection, Your Honor, that’s a 


4 

conclusion, to which the witness has no knowledge or has 


5 

testified that he has no knowledge. 


li 

JIR. GOLD! 7 £12:: I think he’s trying to shortcut 


7 

what did you say to him and what did he say to you and I 


8 

think the answer is perfectly responsive. 


9 

THE WITNESS: The answer was, very simply, to cot 


10 

rid of Ininco. It no longer had any purpose, it had* outside 


11 

» 

shareholders, to get rid of it. 


12 

’ BY MR. COLDFEIN: 

• 


13 

Q And what was then done with Ininco? 


14 

A Well, having agreed that, I discussed the matter 


15 

v/ith Hume, the auditors and the others as to the best method 


1G 

of dealing v/ith this. The first question was to get the 


17 

agreement of Romney on the matter. So I approached Mr. 


IS 

Franklin as to v/hether he was prepared to dispose of ox* deal 


10 

with his holding of Romney because Intapco of New York v/eren’ 

- 

20 

going to use or Tcchnicon Instruments v/cren’t going to use 


21 

Ininco again. V.’e didn’t wish to have a dormant company and 


•>-> 

wo wished to cJLoa’f'tlxo"matter up. 


23 

() And did you participate at all v/ith respect to the 


1! i 

sales of the stock interests in Intapco and, the sale oi 


25 

Romney's interest in Ininco? 

i 





- IYJL/l 


14 : 


A Veil, IIuina and I put a proposition to them whereby 
oao of tho provisions under tho OTC legislation was that in 
the case of nod-residents — % , 

HR. C-ORDOM: Excuse no, Your Honor, for clarifica¬ 
tion purposes only, is the witness testifying as to v/hat he 

♦ 

proposed or what Mr. Hume proposed? 

THE V/ITKESS: Vlhat I proposed with discussion with 
Mr. Hume, as I said. And because one of the provisions under 
the act was that profits, accumulated profits could be 
distributed to non-residents in gross. In other words, it 
could*be distributed without payment of U.K. tax which was, 
at that time, I think, slightly less than 40 per cent income 
tax. We therefore discussed the methods of getting the money 
out of the company the best possible way and we put up a 
suggestion to Intapco that everybody sell their shares to a 
company in Kong Kong where there is a new tax provision and 
then the Kong Kong Company would take out a dividend in gross 
which would mean all the profits of the company accumulated 
over the years, which would make tho company really 40 per¬ 
cent more valuable than it would be ii. it was ccalt with in 

England. They agreed to that. Asked no to xj.nd a buyer and 

★ 

I wont to Wheclode Marden who are probably, certainly among tho 
top five major companies in ilong Kong and this Ilong Kong 
iloldin :s was one of their subsidiaries dealing in this natter 
- said, provided a number of quailfications v.ore 


and they 
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fulfilled, they wore prepared to buy this company provided 

it showed therj a* profit. 

\ 

\ 

MR. GOLDFEIU: Mr. Carr, what might bo tho 
ramifications in tho ease of a deadlock in Ininco; deadlock ir 
tho Board of Directors? 

MR. CORDO?i: Your Honor, again, this is provided 
for in tho narrates and in tho articles of incorporation. 

Your Honor and I think they speak for themselves. 

THE COURT; It is in the articles. 

MR. GOLDFEIHt I'd like to know specifically tho 
tax consequences that might arise as a result of a deadlock 
and perhaps a forced liquidation. • 

THE WITNESS; The answer to that would be that 
people didn't have to abide by tho articles or the agreement. 
I mean, they could offer their shares; they could ask for a 
liquidation but they could also be very difficult and do 
nothing. And if they did nothing, then the company was stuck 
with all this money in it. So, eventually, it could bo very 
difficult and it could force — for example, Romney night 
have forced Intapco into the position of having to sell its 
shares or going into liquidation. If Intapco sold its shares 
it might have lost, the profit on the Hong Kong deal. 

MR. GORDON: Objection, Your Honor, this is pure 


speculation 


I would like to know, In this 


i 






I 
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1 connection, Ur. Carr, what would be the effects of tho U.K. 

2 tax lav/ of a liquidation of an overseas trading corporation? 

TIIE VITRESS: More tax. The profits would have 


borne tax. 


UR. GOLDFEIH: Thanh you. And that would be the 
U.K. corporate tax of 40 per cent that you referred to before 
THE WITITESS: Yes, that's right. . . 

11R. CiDLDFEIH: How, there was some implication in 
Ur. Franklin's testimony and I know you were here, regarding 
E.F. Turner's representation of Forney. Can you describe 
your participation in that and E.F. Turner's participation 

with respect to representing Romney? 

TILE WITNESS: Well, E.F. Turner acted for both 
Unex and Romney but with companies of that nature with about 
one transaction a year, maybe two inquiries a year, we were 

consulted very, very rarely. 

UR. GOLDFEIIi: I have no further questions. 

TIIE COURT: Mr. Gordon, cross examination. 


my notes? 


MR. GORDOE: May I have five minutes to regroup 


THE COURT: Yes. The Court will take a five- 


minute recess. 


(Whereupon, a hort recess was taken.) 

THE COURT: You may continue, Mr. Gordon. 

MU. VORUAKCiER: Your Honor, Mr. Gordon is going to 


c I 
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conduct tho cross examination of this witness but I would like 
to make a statement. 

THE COHUT: Yes. 


MS. VOUSANGER: I have had those Y/ciskopf-Whitcboac 
cases for approximately four years. During that length of 
time I have not with Petitioner’s Counsel, both Petitioners, 
too many times to remember in an effort to dispose of the case 
first by settlement and then to agree on a lengthy Stipulatior 
that Your Honor has seen. I might add that the remarks I'm 
about to make are also applicable to the dealings with the 
agent insofar as they arc reflected in the file that I have 
and that is, Your Honor, when Mr. Carr, just a few minutes 
ago mentioned the provisions or the directions for surtax 
which I understand to be like an accumulated earnings tax 
case, it was the first time I ever hoard such a claim made in 
connection with this case. This has taken P.espondent by 
surprise. VTe wore very di?.igent in researching the CTC 
provisions but not those provisions and we have no way of 
knowing how they apply and affect this case. In the interest 
of fairness and in view of tie importance of the issue and the 
magnitude of the deficiency, the Respondent requests that the 
record be kept open on this point so that we may produce an 
expert on English law to counter this testimony that wo Just 


heard about a few minutes ago. 1 think this is a matter 
which lies within.tho discretion of the Court and is designed 


r 
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to service tho interest of Justice. 

THE COURT: I'm already ’cooping orio ease open 1 
hoard here. You're bound to bring tno back to New York. 

MS. VORS ANGER.: Just for a few days, maybe two 
weeks, Your Honor. Yfe’ll jt it ready in short order. 

TIIE COURT: If I keep the case opon for you to 
produce an expert on British surtax and it would be limited 
solely to that, I would likewise keep it opon an additional 
two weeks for the Petitioner to introduce any rebuttal 
testimony, solely on that issue for which I'm keeping it o, -mi 
for you. 

MS. VOP.SANGER: Certainly, Your Honor, that's only 
fair. You know, insofar as it’s related to the OTC. 

THE COURT: I understand. All right, you’d like 

to respond? - 

MR. GOLDFEIN: Yes, we v/ould like to respond. I 
thinl: Mr. Johnson — do you want to state something before I 
get to my — 

MR. JOHNSON: I think, Your Honor, this is an 
unusual request and I think v/e ought to have a moment to 
consider it. 


THE COURT: 


kept records open, it 
to do it if v/e don't 


By all means consider it. V'e have 
is an unusual request. T *«e don't like 


have to but there are 


situations where 


things develop during 


tho trial that in fairness to botl 








i 
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parties, you have to. Off tho record. 

(tfhoreupon, a discussion was had off tho record.) 


MR. G0LD1-EIN: Your Honor, this has taken mo by 


surprise 


TIIL COJF.T: It has taken tho Court by surprise. 

MR. GOLD!El R: Quito frankly, Mr. Carr's testimony 
with respect to this whole area is, as to his understandings 
of tlie law at the tine and what formed tho basis of his advice 
and why, in fact, ffhitohead and V.'oiskopf and the other partie; 
made tho investment as they did, the fact of tho law or v/hat 
the law is, certainly can be briefed by the Government if they 
tnink that that is really relevant to the proceeding. My 
point here Is, that what the testimony is really being 
offered for is the understandings of tho parties as to what 
the law was, why they acted as they did and the basis for the 
investment. And for that purpose, tho evidence is being 
submitted. To bring on an expert on U.K. law at some later 
tine, I don't know what purpose it would servo and I'd like 
to know what purpose would be served. 

TIIE COURT: I mean, you get involved in this case 
and the particular section it relates to and controlled 
foreign corporations and et cetera and I won't go into 
dot.ills on the sections; isn't it reasonable that all parties, 
involved on both sides should know tho application of various 
provision:! of the law on overseas trading companies and why 


- 


V 
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should the Respondent be caught by surprise; then maybe they 
haven't do!|o their homework. 

MU. GOLDFLI.*: Well, that's perhaps so and I don't 
waut to penalise then, not unduly, for not having done their 
homework but I want t'' make it crystal clear — 

Tlltt COURT: Mr. Carr, you testified that one of the 
reasons of the formation of it and explained to us the effect 
of the surtax provision on overseas trading corporations 
which was undoubtedly a fact to be considered. 

MR. GOLDFUIN: All for the purpose of showing the 
considerations for the purpose of the investment. 

TIIR COURT: Now, why should we — just because the 
Government doesn't know such things existed, why should v/e 
penalize everybody because they haven't, in effect, done 
their homework? Neither Respondent hasn't done their 
homowork. 


MR. GOLDFEIN: If that's the case and if they want 
to — I'm perfectly willing if they rant to brief the point o; 
if they want to bring on an expert with respect to it, I 
can't really have any terribly strenuous objection to it with 
the understanding I'm not going to bring buck ”r. Carr. 

TILE COURT: I would not expect you to bring back 
either of those gentlemen. They've* com** at considerable 
expense. The Court would not expect that of you. ik a . 
beyond the cull of duty. Those gentlemen have cue here a» 


w 
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considerable expense and effort, expense to the client. I on 










l75)A 


do that. 


THE COURT: Oh, you can. I would like to have vou 


MS. VOFeSANGER: All I want is the opportunity to 


counter* som.othiug that came to r.e no a surprise today. 

THE COURT: Oh, you may cover it in brief at great 
length. You can become the world's greatest woman authority 
on the surtax of overseas trading corporations. Fine, you 
can brief it. 

MS. V0R3ANGER: Well, that's all I'm really 
interested in. 

THE COURT: But, I thought you wanted to keep the 

record open so you could call a witness. 

MS. VORSAilGER: No, because ordinarily, I can find 

a question of fact that has to be proved but if Your Honor 

. * 

will accept it as a question of law, that's okay with r.o. 

THE COURT: I will. Is that satisfactory to you? 
MR. GOLDFEIN: Yes, thank you. 


THE COURT: All right, you may cross examine, Hr. 


Gordon. 


MR. GORDON: Thank you. Your Honor, before I 
start r.y cross examination, I would just like to advise the 
Court that ray questions that I ask the witness in reference 
to To eh n icon •./ill refer to Technicon Instruments Limited 
the British subisic ary of Technicon Instruments Corporation 
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THE COURT: All right. Thank you. 
CROSS EXAMINATION 


SL 


BY UP.. GORDO’.*: 

Mr. flnrr, _rlv.-a did 


association with E. — Tumc . 


begin? 


I think 1943 and 1949. 


Q During your association with E.F. Turner, have you 
ever appeared with clients of yours before the Inland Revenue 
Service? 


A No. 

Q You never have? 

A No. It is not the practice in the U.K. to do so. 

THE COURT: Pardon no for interrupting. There is 
no time Unit today. You can go as long as you wish because 
the case that was scheduled at 4:00 has been reset for 3:00 
o’clock in the afternoon tomorrow. So you don’t have to 
worry about time. I’m going strong and I'll stay as long as 


you wish. 

BY MR. GORDON: 

Q The Inland Revenue Service is comparable to our 
Internal Revenue Service; is that right? 


A That is right, yes. 

Q Ox the clients of E.F. Turner and Sons, who did 
represent those clients before the Inland Revenue Service 


wr ion necessary ? 










) 







1 ' 

A V/e would always brief a barrister*. You know, v.e 


\\ 

1 

o 1 

have two branches of the profession and there is a ta>: bar ^.uc 



3 

of* 

v,e would always take a member/the tax bar to plead our case. 



i 

I would never go. T.’e would prepare a brief as we do in 


T • 

5 

England and go to tax counsel who would take it for us. 


»* 

li 

Q You were not a member of the tax bar in England? 



7 

A No, I was a solicitor, not a barrister. 


X 

8 

Q Only barristers — do solicitors in England have 



9 

a comparable tax bar as do barristers in England? 


, 

10 

A No. You would say that a solicitor who is a tax 



11 

exoert is rather on a broader basis than a barrister who is 


• 

12 

specialized solely in tax. lie -wouldn’t do anything else at 



12 

'all. Solicitors in England cover a much broader area of 



14 

commercial law plus tax or* maybe trust work plus tax. They 



15 

* 

specialise more in a branch of tax law and some other branch 



1G 

of lav/. And it’s broken down in that way. 



17 

Q And you stated that your specialty was commercial 



IS 

law. 



19 

A Commercial lav/ and anything that goes with it, yes 



20 

Q Does that include tax law? 



21 

A That would include tax law, yes. 


"1 

•j*> 

Q How long did you know Edwin Ifeiskopf f 


1 

22 

A I would say I know Edwin V.’oiskopf — and you’ll 



21 

have to work it out for mo -- within about six months bo>.ojc 



25 

the date of incorporation of the Instrument company, oo, 

* 

| 

<) 

•A l 

V 
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y°u'va sot that date, I not him about six it- itlis before that 
company was incorporated. '53, I should think. 

Q Until his death. 


:ead I r. 


”Just bolore the 


incorporation. I cicr* t most his father probably for a yoar 


after. 

Q A year after the incorporation ox Ininco? 

A Tcchnicoa. 

Q Oh, Technicoa. 

A Technicon, right around 1958. 

Q You were in the Court lioom this morning when Mr. 

Whitehead stated that you were his solicitor in England in 
the event ho had any personal affairs to be taken care of; 
is that correct? 

A That's right. I never krsw*of one that he had 

except the one he mentioned with reference to his wife. I 

think the only personal affairs lie had in England were his 
personal tax on small director's fees and they v/erc dealt 
with just by the group, the company's auditors. 

Q And you wore also the*r.olicitor for Technicon? 

A Yes. 

Q And you were in the Court Hoorn when Mr. Franklin 

stated that you wore the solicitor for P.omnoy. 

A You. 

l.) And you were ;•.] ;;n in tho Cow’t Hoorn when Mr. Frank 













liwli' 
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~ 


1 

stated that you were.the solicitor for Unox. 




O 

A That's right. 





Q These statements that these gentlemen made with 




4 

respect to the fact that you represented them in the respecti\ 

e 



5 

businesses that I've set forth; is that correct? 




»; 

A Yes, that is correct. 




7 

Q Ur. Carr, could you please explain to mo — strike 


i 


8 

that. You were also the solicitor for Ininco, is that not 


• 

Q 

9 

correct? 




10 

A Yes, that v/ould be correct. I paused because I 



• 

11 

can't remember any work except for the beginning to the end 

% m 


* 

12 

of the thing. But, we were, you're quite right. 




13 

\ 

Q Do j ; recall Mr. Franklin stating that for 

- 



14 

protection purposes, he sought that Ininco provide that you 




15 

would cosign any expenditures over and above, I believe, a 




If. 

thousand pounds. 



Q 

17 

A 500 I think it is. 




IS 

Q 500 pounds; is that not correct? 




19 

A That is correct. 




20 

Q Mr. Carr, could you possibly explain to me what 


• 


21 

conflict arose in the Ininco relationship, especially between 


• 


2- 

Intapco and Romney, where you were representing all the 




23 

intores t s involved? 




21 

A I can't think of any at the tine. 




2.’i 

Q In the creation of Ininco, in view ol‘ your last 


■> 

*• 


BMHIlKliiHaai 


V 


V 
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response, could it be safely said Miat this was merely au 
arrangement for purposes of satisfying the needs of CTC? 

A Ininco was the OTC. 

Q Right. So it v/as Merely an arrangement, there was 
no — excuse no. Strike that and lot mo rephrase it. It was 
merely an arrangement to accomplish the qualification of the 
OTC; is that not correct? 

A What was? 

Q The creation of Ininco. 

A Ininco was the OTC. 

Q The agreement between Intapco and Romney, v/as it 

not merely an arrangement whereby Ininco would qualify as an 
OTC? 

MR. GQLDFEIN: Objection, Your Honor, what agreemert 
is he talking about? 

THE COURT: Yes, what agreement is he talking 
about between Romney and Intapco? That needs some 
clarification. 

MR. GORDON: Your Honor, I will withdraw that 

question. 

THE COURT: All right. 

DY MR. GORDON: 


Q This morning, Mr. whitehead stated that you had 
advised hin that you needed an American corporation for 


purposes of qualifying as an overseas trading corporation; d> 


* 


\ 
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you recall that testimony? - 

A I don't think he said quite that. I think he said 

that eventually, I think it was :.ir. Carr who advised this. 
Then ho said, I suppose it was for that purpose. Iu v/asn t, 


in fact. The Intapco had no relevance as far as I know to 
U.K. tax or to the CTC. The decisions which led to having 
foreign residence was the fact that we considered at the tine 
as v/e could got Bank of England consent, that wo night as wel 
have a foreign resident because it would mean if we ever got 


to paying dividends, we could pay the. i in gross. And 

was the reason why we picked foreign residents. After that, 

I think Intapco was rather like Top 07 , it sort of grow xor a 
dozen reasons but not for U.K. tax purposes. I think there 
were personal reasons. I think we in England would have 
preferred a company for surtax reasons, X shouldn’t say, but 
perhaps to canoflage things but there was no specific reason 

for Intapco as far as I was concerned. 

q As a practical matter, Intapco, on its own accord, 

coulcl have incorporated Ininco and qualified as an OiC; is 

that correct? 

A :io- That’s absolutely contrary to my earlier 


evidence how ^ w ^ uld sttuctured* or. the basis of 

avoid* 

bringing in a company to/ the surtax position. 


q ;<it:h respect to the surtax position, could you 
please tell r.o what section of the Internal llovenuo Code, oi 


1 


tell r. 












. i£6A. iso 

England you're ro lor ring, specifically, the in cone tar. act of 


1952? 


j could malic a ^ug gg at tiic suit tax* X thinlw it *3 


:o\/pn vn 


ars now. liaybe 


245 9 maybe that part of the act. But I think you f ve pot to j 
accept that I'm no loader either a legal or a tax export after 
seven years. But I think you would find it round about that 


area. 


UR. GORDON: Your Honor, for the reoord, Section 
245 does speak to surtax. Your Honor, at this time I would 
like to mark this for identification. Unfortunately, it is 
from the library of the United States Circuit Court of 
Appeals and if I may mark it for identification at this 

point and do it on a separate piece of paper. 

THE COURT: All right. The Clerk will mark it. 

T1IE WITNESS: Could I have the question repeated? 
You asked me where the surtax provisions appear in the act. 
You didn't ask me where they appear in the act with regard to 
OTCs because that I don't know offhand but there were other 
provisions which gives rise to the problem. That’s all I 


can say. 


UR. GORDON: Right. 

THE COURT: Respondent's Exhibit 00. 
(Whereupon, the aforementioned document vms 
marked as Respondent's Exhibit 00 for the 






purpose of identification.) 


18 


7A lr *° 


COsJTIi : Do you intend letter to malco copies of 
certain scc^^.on.o c*^. tut^ act Oi m*c you just [^oto use it? 

i!il. GORDON: Your Honor, may I go off the record? 
- -'illli COURT: YelT. 

(whereupon, a discussion was hacl off tho record.) 

tilt. GOLDEEIN: Excuse me, is there a particular 

section of the code that's being offered for identification? 

MR. GORDON: No, I offered the entire code which 

would be the Income Tax Act of 1952. 

/ 

TJIE COURT: The Income Tax Act of 1252, was that 
in full force and effect? 


HR. GORDON: Your Honor, my understanding is that 
this was in full force and effect at this tine. 

THE COURT: Tho years involved in this case, I 

mean. 

MR. GORDON: That's correct. Your Honor. 

THE VrITNESS: I wouldn't guarantee that because 

I 

tho Finance Acts* every year made changes. 


THt COURT: This is what concerns no. I don't 
want to got into evidence on the Income Tax Act of 1052 if 


there hav 

e toon a lot 

of 

supplements 

and additions 

thereto 

by other 

acts that wo 

don 

't have any 

record of. I 

want to 

!:slew how 

the Act cxis 

t o cl 

during tho y 

e u r s i n vo 1 v e cl. 



(' hereupon 

. a 

discussion v. 

as Liad oCC the 

record 














But there were a number of others. 
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'i'nc^o were also some very 


complicated provisions which I wouldn't remamoer the day after 
I read them as to how you count five or fewer persons because 
i t b r ought in r elati v es, — aun t s , rep h^ws , n i e ces. - It was one - 


of those complicated sections of the whole of the Income Tax 


Act. Really, I'm in no position at this stage to answer 
detailed questions from memory. I'll make guesses if you 
like. 

Q So, therefore, the directions of the surtax arc 
not imposed automatically. 

A They were imposed automatically on companies with 
five or fewer persons unless they fell within certain 
exemptions and they were laid out quite clearly. 

Q And you said one of the exemptions was if the 
stock was held by a public corporation. 

A A public company, for example, v/as not subject to 
surtax direction. 

Q Yfas Romney a public company? 

A Romney is a subsidiary of a public company which 
had-the same effect that you looked through a public company 
the same as you'd look through a private company to see who 


the shareholders were and the same as you'd look right through, 


as I bolieve wa3 done in this case, looking through Romney to 
the eventual shareholders. That could happen under the Act 


as wo L1. 











o 


Is that 


your opinion? 
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A Tho statement which I liavo said is ny opinion and 
the precise question was? 

Q The precise question was whether Romney, not being 
a public company — 

I 

A It ranked as a public company for this purpose. 

Q Is there any case law that you recall that jets 
forth this provision or is it enumerated in the Statute? 

A It’s a fact. If you look through the companies 
and the holding company of Romney is a public company and it 
qualified for this purpose. This I can speak of as a fact 
because these are the facts which I considered in relation 
to Ininco. So, these I do remember. 

Q But there was, in this consideration, there war, no 
requirement that Romney have 50 per cent of the voting stock 
of Ininco in order to qualify for the surtax. 

A As I said in my principal evidence, being a 
lawyer, I'm ultimately responsible for the problem, I would 
have preferred Romney to have had 51. 

Q Whom were you representing at this juncture when | 
you preferred that Kcmnoy have 51 per cent? 

A Those wore discussions with my clients, V.'oiskopf 
and Whitehead and the company. I didn’t go to Franklin or 
the other people until v.e decided what wo wanted to do. And 
1 couldn't persun.de there, to give up 51 per cent. I would hav 
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been much happior and I would have slept much bettor. 

Q V/ith Romney? 

A No, with Romney having 51 per cent or some other 
public company. 

Q But, you were in a position where you v/ero 

. j 

representing -all interests; is it not correct that you were ’.:j 
a position v/here you were representing allegedly diametrical1> 

opposed interests in a corporation. 

A Well, if you get the timing right, I'll answer 
the question. The first question was on the 50-51 and ny 
answer to that is, this was discussed with my clients, 

Weiskopf and Whitehead who wouldn't accept it. Wo then 
formulated the deal they would do and then I went to the other 
people. Now, that is the second step. 


Q Who were also your clients, Romney. 

A Yes, who turned out to be. There were other 
people but they turned out to be clients. 

MR. LEWIS: Excuse me, may I be excused? 

THE COURT: Yes, you may. 


MR. GORDON: Would the Court want me to wait? 

THE COURT: No, you can proceed. 

BY HR. GORDON: 

Q Mr. Carr, from your recollection, do you recall 
whether mootings with the Board of Directors of Tiling wore 


actually held? 
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V I 

'? r 

I 






A I don't know. I wasn't involved, really, la 
Ininco. I formed Ininco. I wasn't a Director. I wasn't 
Secretary. what legal v:crl; was done was clone by my firm but 
I wasn't involved directly in Ininco at any time until we 
came to the stage when GTC legislation was repealed. 

Q T/hen did in come to your attention that the OTC 
legislation was to be repealed? 

A }.!y recollection is it appeared, in the Finance Bill 
after the oudget speech on the 5th of April 1965. I can't 
remember any gossip, either in the financial or the other 
press that this night happen, that one often gets on certain 
tax matters discussed beforehand. But, I can't remember it 
in this case at all. 

Q You have previously testified that you were engage 
ir; the negotiations with the Romney factions for the 
acquisition of the stock in Ininco; is that not correct? 

A That is correct. 

Q During the course of these negotiations,' were 
there any discussions or any mention of any U.S. tax 
consequences in the incorporation of Iniuco? 

A None at all as far as I can remember. 

Q More any of these negotiations attended by Hr. 

Whitehead or i!r. VJolshop?? 

A Tin; Connai^/cnotol mooting, hr. ’’hiteheed was 
definitely there, which was really the last mooting. I .'.u-.t. 


/ 
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have seen Mr. Whitehead on other occasions but a lot of it vai 
done by telephone, by the agreement being shuttled across the 
Atlantic back to London during the period and telexes^.d 
comments on the clauses. I believe I saw him but not \ery 
often. Once, possibly, no more. 

’ Q \lo,s U.S. counsel present at that meeting? 

A I met Ur. Lurie once if that is who you are me an in 
but I don't know on v/hat occasion. 

Q Do you recall whether there was any individual 

other than Hr. Franklin, Mr. Whitehead and yourself at the 

I 

meeting at the hotel? 

A Mr. Lurie v/as there. 

Q Mr. Lurie v/as there? 

A That's right. 

Q Mr. Lurie, to your knowledge, is U.S. counsel for 

Mr. Whitehead. 

A That is right. I think he cane over really* for 
the signing and the finalization of the documents and there 
were a lot of crossing of Ts that day. 

Q During those discussions at the hotel* were 
potential U.S. tax implications brought up? 

A lio, at that rtugo, virtually, the matter was 
finished. I can tell you v/hat happened on that day if ycu'cl 


11 iLC • 


Q 


Ko, no. 
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MR. GOLD FEIN: I thiol: it's only fair that tho 
witness bo permitted to respond fully so v/e don't got the 


j; 

V 


wrong implication. I think Counsel is trying to give tho 
wrong implication continuously. 

MR. GORDON: Your Honor, I think Mr. Franklin 
testified as to v/hat occurred during that meeting at the 
hotel on that particular clay and we have not sought to 
impeach*Mr. Franklin's credibility. 

THE COURT: All right. 

DY MR. GORDON: 

Q Do you know whether the matter of the incorporatior 
of Ininco was ever referred to U.S. counsel when the initial 
discussions began? 

A I don't know but it was referred to Weiskopf and 
vrhitohead, of course. 

Q And from there you do not know what occurred. 

A No. 


Q Mr. Carr, did you find the Hong Kong Holding: 


Comoany? 


Q Did you prepare the agreement between Intapco and 
Hong Kong dated February 21st, 10GG which is Exhibit 20i in 


•I 


evidence? 


A I wouldr.'t know but I would tulnk that the oilgia... 
draft v/a.3 orooared by my office, yes. X would thin:. • *o. 
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Moraally v/e would have a baching sheet with our nano on it. 

I don’t recognise it but I would have thought that in the 
f 

first case it,would be prepared by our office. 

GORDON: Your lienor, v/e received a copy of this 
document, I believe, from Petitioner's counsel so we do not 
have the original. 

THE WITNESS: Excuse no, if you want to trace the 


do ciome nt — 


HR. GOLDxEIIi: I don't understand. This document 


is stipulated to. 

Vjj. GORDON: Yes, but I wovild like to know v/ho 
prepared the document. The witness has testified that he 
believes it was his firm. 

TIES WITNESS: I didn't say that. I mean the initi 
draft was prepared by our firm because eventually Hong Kong 
Holdings took the natter out of our hands. I believe the 
agreement was eventually signed in New York and I thin-c we 
dropped out of it after the very beginning. So, I don’t 
believe v/e prepared the final document. I tain., the ori,-. 
document was put up by our office with the basic facts. 

HR. GORDON: Fine. Thank you. 


BY ME. GORDON: 

q go you know who Hr. Redpatu is? 

A Ye.-, Mr. Rodpath was — I don’t know what date 
you’re speaking but he came to us as an articled* elerr.. 
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1 l 


8 

9 

10 

11 

12 

13 

1-1 

15 

ir. 


17 ^ 


IS 

19 

20 
21 


21 


thoa-qualified as a lawyer and then E.F. Turner and Sons and 
then he left to specialise in patent work. But ho was a 
member of the firm of E.F. Turner and Cons. 

Q Mr. Carr, I show you Exhibit 2CB3 and ask you whom 
wore you represent ins during that meeting of the Coax'd of 
Directors? 

A Who I was representing? 

Q Yes, sir. 

A I think we were all present to see that the 
documentation and things were handed over to Hong Kong 
Holdings. May I just have a moment to read the minutes? 

Q Surely. 

A The three top people, Mr. Fripp. Mr. Bushby and 
Mr. Evans are all members of Wheclock Maraen*ana Hong Kcng 
Holdings. The bottom three — 

. Q Excuse me, Mr. Evans is — 

A Oh, no, of course, that must have been the 

Technicou Mr. Evans. The top two, Fripp and Bushby - certainly 
were Hong Kong. I wasn’t representing anybody. I was in 
attendance really, only just to see what happened. It was 
really the burial rites actually. I was purely in 
attendance. 

Q Did your attendance -- was it precipitated by a. 
request by the Kc.nney faction? 

^ the Hong hang Holdings people would want us to 
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be there 
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Q I show you Exhibit 29CC, minutes of the 21st of 
?Jarch, 'G6 and ask you if you v.’oro just iu attendance at that 
meetInc and not representing anyone. 

A No, I was representing no one here. I think we 

were asked to go along, Hr. Hume and myself, as having 
knowledge of all the facts which they wished as the new 
directors of the company, in case questions were asked. 

MR. GOLDFEIN: I know this isn't orderly procedure 
Your Honor, but can we just have the record straight? Is 
chat the same response to the prior question? I don't mean 
to interrupt but I think you’re just trying to explain 
background material. 

THE COURT: He happened to give the same answer 

for both sets of minutes. He was just there. On the first 

one the Hong Kong people had him there. He was there because 

► . 

he was familiar and.he v/as there to answer any questions. 

BY MR. GORDON: 

Q Mr. Carr, did you or your office prepare the 
minutes of the meetings of the Board of Director.^ of Ini..co? 
A I didn't. I think my office would have prepared 


0 Do the United Kingdom corporations ordinarily keep 
minutes of their meetings? 

A It varies with degrees of efficiency and si-a. of 


| 









1 
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company. Private companies Ueep very few minutes really. 

They run their business on an informal basis. Public comp ani 
big companies keep very formal minutes. 

Q Is there any legal requirement that they bo kept? 


Q If minutes are kept, who would generally sign then' 
A The Chairman of the meeting would sign them at the 
next following meeting. 


Q I show you Exhibit 25Y, minutes of a meeting held 
at 3 St. Helen’s Place in London on the 25th of November, ’64 


could you please tell me, do you know whose signature that is 
on the minutes? 




I don’t really. I don’t know Vvhose signature it 


was at this time. I’m not sure. 


HR. GOLDFEIN: Can you show him the original? 


Maybe it’s more clear. 


BY MR. GORDON: 


Q I show you — can you identify this? 
A Only by the name, yes. 


Q And it is? 

A What it says, I take it. 

Q The minutes bcok of Ininco? 

A Of Ininco, yes. 

Q Okay. Y’hat meeting is that? 

MS. VORSANGER: This .is November 21, 1001. 
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THE COURT: Exhibit 25Y. _ J_959A 

BY MR. CORDON: 

Q Mr. Carr, is there a signature there? 

A There's not one here, there’s one here. 

Q There is a signature on Exhibit 25Y but there is * 
no signature on the minutes of the meeting of the 25th of 
November, ’ G4? 

MR. GOLDFEIN: I don't understand this whole line 
and what you're getting at. We have stipulated the Exhibit. 

I thought that this — we have the signed copy of the minutes 
that were sent to us — 

MS. VOESANGER: Mr. Goldfcin, you just suggested 
that we show him the original so he could identify the 
signature. Now v/e discover that the cop>’ that is produced to 
us is signed but the original is not. 

MR. GOLDFEIN: May we go off the record, please? 

THE COURT: Yes. Off the record. 

(Whereupon, a discussion v/as had off the record.) 

BY MR. GORDON: 

Q Mr. Carr, but for the last meeting of Ininco, all 
the meetings which have been stipulated by the parties in 
this case, specifically, E.'hibit GF, 7G, 8H, 21U through 
20DD inclusive, are minutes of the Board of Directors. There 
was only one meeting of the stocJcholders. 

Is ny name on these? 


A 


Why should I bo asked about 
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Ininco when we've had Mr. Whitehead and Mr. Franklin in the 
bo;; all day who were Directors of Ininco? I wasn't even with 
the company. 

Q Well, it appears, Mr. Carr, that you were in 
attendance in all the meetings of Ininco. Mow, i 3 that a 
fact? 

A No, it's not a fact. 

Q You're making statements now. Is that a fact? 

A That is not a fact. 

Q Mr. Carr was in attendance at the meeting of the 
29th of November — 

THE COURT: Ue wasn't in attendance at the one we 
just had the discussion on, the 25Y. 

TIIE WITNESS: I wasn't in attendance on the 
infornal meetings Mr. Franklin said he had with Mr. Goidwater 
and Mr. Evans. ' *. 

MR. GOLDFEIN: I want the record to 

reflect that Counsel is not stating it accurately, lie's 
misstating questions and I want also the record to reflect 
that what was submitted as originals from which the 
stipulated documents, copies of which were made, were 
presented in evidence and Mr. Carr dir! indicate that he 
recognized from this original document the signature of Mr. 
Evans. 

MR. GORDON: 


Ho did not say that. 
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MR. GOLDFEIN: IIo most certainly did say that 


MS. VORSANGER: Excuse me, Your Honor, ho didn't 


say that on the record. I don't know what this argumentation 


is all about. Let's try this like gentlemen, ladies and 


gentlemen. 


THE COURT: Mr. Goldfcin, I did not hear Mr. Carr 


say that was Mr. Evans’ signature. It was obvious to me it 


was Mr. Evan's signature. It couldn't be Mr. Franklin. It 


couldn't be Mr. Goldwater's from the length of it. I did not 


hear Mr. Carr say that. Is it Mr. Evans' signature. 


THE WITNESS: I said that is Mr. Evarc? signature. 


If you didn't hear it, I did say it when the three of you 


were standing there. 


MR. GORDON: Mr. Carr, do you know v/hother there 


were any meetings of the stockholders of Ininco outside - c.o 


you know whether there were any meetings of the stockholders 


of Ininco? 


E WITNESS: No. There is no reason why. I 


should, no. 


MR. GORDON: No further questions. Your Honor. 


THE COURT: Any redirect? 


ill. GOLDFEIN: Yqk, just one or two questions 


REDIRECT EXAMINATION 


BY MR. GOLDFEIN: 


Firstly, who generally appears before Inland 


V 


7 . 
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Ruveuua tax matters in the United Kingdom? 

A It depends what level. Sometimes an accountant 
docs but usually junior members of the bar or as it goes up tc 
the Court of Appeals, senior members of the bar. 

Q Those are in litigated cases? 

A That’s right. 

Q VTno took over as the accountant for Ilong Hong 

Holdings; do you know? With respect to Ininco. 

A Yes, I know. The Hong Kong Holdings asked 
Ross* 

Touche,/if they would continue because they knew all the 

affairs of Ininco until they had taken over, and paid the 

Touche, Ross* 

dividend. And, in fact, / applied for the payment of the 
dividend to Hong Kong Holdings in gross as exempt trading 
income. 

Q And to clarify some of the testimony on cross 
examination with respect to those meetings at v/hich you were 
an attendance, the latter meetings in 1 6G; why might you have 
been in attendance? 


A He rattled off eight or ten of them. I never had 
a chance to look at them. If I could look at each one. I 


could tell you why I was there. 

Q I'm talking about — 

A I v/as shown two and I 
two but the others -- 


gave you my reasons for the 


0 


Those two, those first two. 
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— 

A Moll, 1 thin!; both of thoso were after the contract! 

of salo to lions Hon;; Holdings or after the sale v/as completed. 

» 

\ 

hasn't it? 

Q Yes. And why night you have been in attendance at 
those meetings; that refers to Exhibit 2SBB and 29CC? 

THE C0UF.7: He answered that. 

HR. GOLDFEIIJ: Y/ell, I just want it clarified. 

THE YTITM2SS: Basically because Hong Kong Holdings 
had taken over a company about which they knew very little ant 
they usually asked for myself and Hurae to go along in 
attendance in case there were any points raised. 17e had no 
status in Ininco after Hong Kong Holdings bought it. 

BY HR. GOLDFEI'J: 

Q ¥ere you the solicitor for Hong Kong Holdings? 

A Ho. 

Q No? 

A Never acted for Wheclock Harden as such, or any 
of their companies*. 

Q How, there was also some questions asked of you in 
the cross examination regarding your representation of Romney 
and whitehead and Technicon. I’d like to know from you, who 













1 


A 


7 
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A That ’3 clear, yes, perfectly clear. 

Q And there v/as a question asked of you regarding 
♦ 

l 

possible conflict and I think you answered you didn’t believe 
there was. 

! 

A I don't believe there could have been a conflict 
in a transaction of that nature. 

Q And did the Roraney people understand that you were 
representin': the Whitehead interests during those discussions' 
A Oh, yes, indeed. I told them perfectly clearly 
who the ccEpany was, how long I had acted for then and what 


they did. 


II. GOLDFEI'I: IIo further questions. 

T1IE COURT: Any recross? 

UR. GORLOU: Ho, Your Honor. 

THU COURT: You nay be excused, Hr. Carr. Do you 


have any further witnesses? 


X 






















/ 


(a) In the case of the proposed transfer of 


. - a Preferred Ordinary Share, to the regis 


tered holders of the Second Preferred 


• Ordinary Shares and of the Deferred 


* ’’Ordinary Shares vho nay purchase the 


sane under the terns and conditions 


hereinafter contained; Provided alvays 


tnah ana noj.eer or noscers 01 tne 


Deferred Ordinary Shares shall have the 


? first option to purchase all or any 


.. nunber of the shares so offered; 


(b) in the'case of the proposed transfer 


‘.of a Deferred Ordinary Share, to the 


registered holder or holders of the 


Preferred Ordinary Shares and of th 


Second Preferred Ordinary Shares; 


Provided alvays that the holder or 


holders of the Second Preferred 


Ordinary Shares shall have the firse 


option to purchase all or any nunber 


of the shares so offered; 


( 

J 
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• • Co 

• • . . 

in the case of the proposed transfer . • 

• «• , 

• 

• 

% ' 

• • 

- 

1 

• 

I 

1 

• . *r: 

\ • • ‘ • 

of a Second Preferred Ordinary Share, . 


• f 

• • ! 
« •* i 


I 


to the registered holder or holders ”• * 


* * • 
t 

• • • 
# 


i 

..' . . * ■ 

,* * • * 

* •** * •*. 

• 

i 


i 

t • 

/ •** ' , 

of the Preferred Ordinary Shares and • * 

V . .. • • 

• - •. 1 

• •- * 

i 

.* » 


* 

t 

• • . * . • 

the Deferred Ordinary Shares; Provided 

always that the holder or holders of the 


« 


( 

t 

j 

i 


• 

. «• . 

% 

• 

j' 

* 

1 i ■ . 


Deferred Ordinary Shares shall have 


•. i 

• -» _ | 

i 

j 

| 

i * 


.the first option to purchase all or 


: j 

1 

| 


• 

* 

- * 

j 


• 

\ 

t 

- * 

any number of the shares so offered. 

*•••*• • 

♦ * \ i 

. 1 

1 

i 

i 

i 

f 

« 

*• .’Any such 

offer for sale is hereinafter referred to 

V • 

• • ! 

| 

i 

9 

• as an "offer for sale". ' 

•. • 

• • • 1 

1 

• 

« 

i 





i 

L 

• 

4, a:: 

offer for sale:- * ' • 

•y * 


■l 

» 


. --- - *•;' (a) 

shall be mace n writing'addressed and 

. .«• . . - 


s 

t 


sent by post fron one party to the other 

. * • • 

• ■ * • ! 

» * 

* • 


.at his last known place of business and 


* 

• 


• * * 

shall be deemed to have been received 72 



i 

- 

• ” •. •• 

% 

m * • 

hours after the sane shall have been 

• 

• 

t 

- 

*• 

■j • - 

%* *« v* j 



•' 





• 

r 


(b) 

shall recite the number of shares to be 

• • 

• • 

• 

t. 



transferred and the price per share 


• 

• . 


• 

(hereinafter fined and referred to as 

* • • * •• 


• 

; 

7 

• • 

"the prescribed price") payable upon 

• • “ # #•. 

• • • 1 . 





accopwCLr.ce j . • 

• * . • • ' * 

• 











•) 


V 









T 


- 
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01 


holder orfolderi of the clas: 

•*- ^ ,_ • r V* />-> - <» - ■ -—• * *-* c* , pr.*.o r» 


■ snares 
vitain 




rceeiod oi s 


days after 
/ -. offer and the holder or holders of 
the other class of shares to whoa 



• • suer, on or is aide snail then oe • ; 

entitled to accept within-23 days after 

. • receipt of such offer as aforesaid the 

• • 

vhola or any number of the shares sub- 

• * 

v *1 ject to the offer and not already * 

accepted by the holder or holders of •.. . 
the class of shares having the prior 

• : option to purchase the sane; • 

■** 

(d) shall be dsened to have been declined 

. • i 

• ' to the extent to which it is not • _ 

. accepted if it is not accepted in full 

.or in part within the periods aforesaid " 
and the sale of any share the subject 
: of an offer for sale which is accepted 

shall be coupleted within 30 days aider 
. *; acceptance by delivery of a signed trans¬ 
fer and the relative share certificate in 

• \ exchange for the prescribed price of such 


share. 






_ 


TH2 prescribed price of a Preferred Ordinary # 

( 

Snare, a Second Preferred Ordinary Share or a 
Deferred Ordinary Share shall be the value respectively 
of such share on a winding up of the O.T.C. which for • 


; purpose nonns:- . ' 

(i) the sun which the Auditors for the tine.. 

- - . .. ' •* .• ?“ 

• «... * • • . - • . 

bo in 2 of. the O.T.C. sauna certify co oe who . • . 

• * '*• ^ 

* appropriate -proportion (as hereinafter :• 

. defined) ci wne vanue on w.*e n»o p 0 jw*.. o ^ 

of the offer for sale (hereinafter referred V 

to as 15 the transfer date") of that part of • 

• ** .. • * 

* the net tangible assets which would have 

• • •« . • . 

, been'distributableuuong the holders of the 

• * % „ • * ’ * •*.• *’•* *• 

Preferred Ordinary Shares the So cons . 

. * • • * * ;• 

Preferred Ordinary Shuras and the Deferred J. 

. *:v ; 

Ordinary Shares respectively if the net 

• * • •*. . *• 

• tangible assets had been distributed on the **•‘‘-V 

•• # > •* 

transfer date anong the nenbers according to 

• * • ■ *•’ •" . 1 , 

- their respective rights in a winding up.' In 

- ■ calculating the prescribed price the Auditors 

shall tale into account the O.T.C.'s taxation 
liabilities and shall naV:e such other ajust- • 

. cents in respect of taxation as in their . ': 

absolute discretion they consider appropriate-, - 


r- 




I- . 

• > . 


-< i 

i ' 


h 

















(b) within two monoas afoer c::pirntion of 


such periods, to call for 


enforce 


- * ... immediate dissolution of'the G.2.C. and 

!’<"*. : '‘’-la that event the holders of the other 

.* * •* J * # *• 

1- * •‘.-•'vclasses o? shares in the capital of the 
* c / ' O.T.C. hereby agree to use the voting 

power (if any) attached to their shares 
* •-. • or otherwise concur in the passing of 

any such resolution. . • 


■* is view of the even division of control of tne 

• . a- v* % r *. /3 c r>-^ ‘h*' 1 0 0 ITI?SCI C j 

DS wVSCH jJ 4«w——w- 

Shares anc the Deferred Ordinary Shares, the parties 
La their capacity as shareholders aad Directors irfll 
exercise their absolute endeavours to prevent the 
r -r- , _ v --tion or crass ion/ in a deuc^ocu 

that would lapace the normal conduct of the business 
of tho OfZ.C. and interfere with the riga*.- Oi uno • 
parties, and will exercise all due dili 5 eaea to *. 


res 

olva any 

su 

eh impasses eapeditiously; 

and 

of 

the. part 

i-os 

will unreasonably prevent 

by 

or 

failure 

to 

act in whatever capacity, 

the 

of 

any acti 

on 

vu.’ _^ »”> f> pVi i r 1 Q 

by wtj • L * J . 

the 


. * « - .** wju-, * r . w. •’ ^ r r; _ 

ordinary course o_ --s -- j -* # 
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* * * 

X? any question shall arise as to the inter¬ 
pretation of this -Agreement or as to the rights, duties, 
or liabilities of any party hereunder, or'as to any act 
manner or thing arising out of or under this Agreement, 
the seme shall be subnittc' 3 to a single Arbitrator to 
he appointed (in dei'ault of agreement) by the President 

for the time being of the Law Society and this shall he 
• • 

a submission to arbitration under-the provisions of the 

Arbitration Act 1950 or any statutory re-enactment,. 

•modification or extension thereof for the time being in 

• • 

• force. • * *• '• •* 

* * * 









EXHIBIT 21-U 


T*n"CC T . "'vJ 


~ i-'-t 


fW/^V. . O -3 - O- t—- 

Keelin', of siirce-ors h-21^^3’ 
66 Cucen Street 
or. Erlisy l**’- *7th c j" o- 
In”-"-:-'’! 1 . ■V '-.-J---—- 
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Kr, 

Hr. 


r.C. Ur.itche:.' 
D.,-.. ; archr/.t 
Hem 


UT A7TS*DS::CSs • i- J : :: y an -r 

; .r. .il »— - 1 - • 


In rue Chit: 


Secretary 


Tt ,,v It rat reported that the Coccary had teen 

incorporated or. the 2?th ilcvenher 19^2 3r -'* *» rJ 
-, Certificate of Incorporation vsr profccc-o to the 


Appointi.ent oi 

D'k;;! g 




Meeting. 

It vas reported that the subscribers hod 
appointed the following parsons to bs the iirti 


. Directors of the Company:- 

Hr. ”.C. '•’hibehead 

. Hr. iJ..-*. t.s~ Ci-a—«. 

Hr. I..h. ham 

mr *•—rof i-14- . l.T 

..-•to .j— *-- 


r. L.J. Ivans 


Seer 3 tarv I- 

an« IE torety Sscr.t.rjr oT the 

The Cordon Seal, an 

O v n 

■ ■ ■ impression ’./hereof is 

affixed in the margin 

. hereof, vss profre ii 3t h ■ ' *■' 


,.Ao 

i r .i 

w . - - 


Share 

r> . •,* J ; r ' 
^ * • - ■ 


the heeting ar.d II 
EESOhVSD that this 
be scooted a: the Sc-el 
of the Co~;ar.~. 

\ specimen shore certifies*? 


»ss c 


jrodvcsd to 


XI 


-V 
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o 

— **-•-*- 


the lectins on-' IT UAS r.TTO1.73 that the. fort*, 
thereof to approve d. 

; A set of statutory books for the Company vjs 

produced at the Meeting one IT *aA5 T.ToCI.YTO 
that there books be adopted as the boots of the 
Coop my. ’ . 

IT UAS 1**301.73 that Kessrs. Touche, T.or«-, 
Bailey L Snort of 3 London wall Buildings, London, 

. E.C.2. be and they axe hereby appointed Auditor? 
of the Company at a remuneration to be agreed. 

IT 17A3 P32C-L72D that the registered office 
of the Company be at C6 Queen Street, London, E.C.’--. 

There was t reduced to the lice tin; the draft 

of an Agreement between Intapco, Inc. of Cbavr.cey, 

Eev York, United States of America cf the first 

part. looney Finance Company Limited of 3 £t. melon's 
>»» * 

Place, London, '&.C. 3 . of the second part and the 
Company of the third part whereby the parties of 
the first two parts would agree to regulate their 
. rights as shareholders in the Company, notwith¬ 
standing the provisions in the Articles of 
Association of the Company dealing with the trrr.-f'- 
of shares. The Agreement further provided that 

there should be restrictions on the rights of the 

« ** „ 

proposed shareholders to compete with the b-’r ire:-* 

of .the Company. The Agreement was approved and 

IT ’./AS SS3CLVSD that hr.V.’hltchc-ad g- author!see* 

* • 

to Sicn :in cr. 3 rorfir.W 4 t thereof or. tohalf of the* 
Coiisr.y 0 








J 




i • i* 


* v H 


Appointment 

end 

Retire-sent 

of 

?rl rector_ 
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Tlic Secretary was instructed to prepare and 
file with the Registrar of Companies the following 

documents:- . . 

(a) Notice o? Situation of Registered Office; 

•. (b) Particulars of Directors and Secretary, 

• 

IT YAS "RESOLVED that Mt. B. Franklin be appointed 
an additional Director of the Company. Mr. Mann then 
tendered his resignation, which was accepted. 



* 
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EXHIBIT 22-V 


JLL'il£v1 i.T.-!7TEn ' ‘ / > 16 A 

Dlnutca or the r>ccorj Pectin ,3 of — 

Directors hold *.t Co Quc-cn Street 
London n.C.* 3 . o.. Friday 29th 


‘••over her 1963, 


, * FRF'Sr..."? ; Mr. L.C. V.ni teheed 
Mr. D.A. Merchant 
• . iir- B. FranJdin 


In the Chair 


T Iff A v» • . « _ — "*• • • 

‘ --- n * .. -r. i.-. J. even: Score tar” 

Mr. Alvin D. Lurie 
Mr. Vf.il. Carr 


' Shareholders 
J Arrccr.cnt 


Ipplications 
for Share? 


It -was reported by .Jr. tthitehead that 
1,0 : r *° £«thority conferred upon hin 
D *f cct;cr - at tne first Board Meeting 
' J®J d ,® arj ; ier ln t-o day he had signed or ° 

.. behalf oi the Co.-.pany a Shareholders A-rec-c-t 
bct»e en the cc.-,r.y, Intapeo, I.-.c. ,a HosriJ * 

hert End that the parties 

had e.tcnan-ed contracts. 


-''I- -'or the 

u 0 —* - “* — •»- es a. oar, to ~c-tne-* «*•**•- *-■- r . 


4-V,^ v tiiliwea .. 

. .. the above -mentioned Shareholders Agreement 


| Transfer of 
< Snares 


each J? Sc 

received from the shbsariacrs as relieves; _ 


1. D.A. Marchant 

2 • He H • j..a nn 


one share 
one share 


*£n& r.?B 
-EHtrol 


Lng_of Sharr 


fron the ueni: of Ireland unde* -e 
•I/*^26eiC*325 eaten 22eh ■.’ovc-be** ’G 
vhd c orisen * 01 z.".« o*' ~ —i — 

the issue of sfcar-s *n *•-, ."17 

. r . , ^ 44 vi«o u«... c p 

oppj.lc a vi.ons bccii received 


AjL-V 


IT WAS JS3CLVSJ that the fbove-rc-" -ad 
trans;cra be oa ;sed a^c .......... , V-— 

of t.V Con on"*' •‘.i’*""” 16 * R coo,;- 
* *. e...c t..:„ snares be nllo* - *-cd ->- - 

6ftd iC " UOc! UJ - icr siai‘“ 

Co„... v iuvuUip of the foilov.ir.-. 

o 
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CoapnnJ es: - 

Rodney Finance Company 

Lini led 


21VA 


Intopco, Inc. 


\ 


j Appointment ard 
} Resignation of 
: pirectors 


?any - 250 Preferred Ordinary 
- Shares of £100. each 

* • 

175 Second Preferred 
Ordinary Shares of £ico. 
each and 250 Deferred 
Ordinary Shares of £10. 

each. 


Mr. Whitehead proposed and IT WAS HIS CL’.ID 
thn», ...r. me win c. Wcickopf be and he is herebv 
appointed an additional director of the Come any 
ns a co-nominee v;ith Ir. whitehead. 


Mr.. Franklin proposed end IT 7/AS RESOLVED 
that Mr. Maurice loidwater be and he is hereby 
appointed an additional director of t~c Co—oerr* 
as a co-nominee with Mr. Franklin of Heaney 
; FInanco Company Limited. 


Mr. Marcher.t thereupon tendered his resi g- 
tlon as a director, and his resignation v/as 


na 

accepted. 


... IT WAS RLsOL/hOj - 

n (l) That a banking account or accounts in the 
name of the Company be opened with First 

. UatJ ornl City Sari;, 17 Lrutor* Street, 

; ■ • Berkeley Square, London, Y/.l. 

12) ihat the said Bank Is hereby authorised 

- (a) to honour nil cheques, bills of exchange 

and proemsaory notes expressed to be 
drawn, signed, accepted or made on 
-■ • benalf oi t.ne Company, drawn uocn or 

made payable v.ith the said oari: whether 
the Company 1 3 Account or Accounts is/are in 
. credit or at a no c is ere ti on of the said 

*... Bank, is/are in debit; 

* (h) to honour any crcers t- withdraw any or 
fiJLl -*cfi j ^ on any cc^oci t c cc cur* w o** 

•* accounts o* Co.uOcny s^ sriy oz* 3 * JL 

securities or other Properties 0 '“* the 
Company in their hands/ 

« •» «, 

<c) to set cn cr.y instructions v.ith re-:rd 
to any a:counts (whether in credit cr 
* ■* over era **»r) or any transect* 01.3 oi' 0 
Company; 

• • 

PROVIDED ?:V.? such documents or instructions 
arc sir.ned by I.calic j.— 

of sums not exceeding £5p0.~*and by Leslie" 


(3) 


James ♦•vans -..u Robert Cuiv ir. re*P uC ' 

.of sums exceeding £500. 

Thet na regards cheques, bills cf exchange, 














c; 


2t8,l 


promissory notes and nil other documents 
payable to or to the order of the Cor.par .7 
the said iijr.!: is hereby authorised to 
treat the aa:.;j as havin' been duly 
endorsed by the Company provided they aro 
sir.r.cd by either Leslie Janes Evans or 
Killian hobert Carr. 


»rn?.ta Director; 


V.T. !7hitchead informed the beard 
his vish to appoint Xr. Leslie Jer.es 
as an alternate Director in his place 
accordance vith Article 25 , and press; 
a document fo.naliy appointin’ his. : 
natter vas discussed and IT VZAS H23CI 
■to approve the appointment. 


.vans 

i n 





.-• * IV • 




• r-o v .. 






( • 


V 
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EXHIBIT 23-W 


?:>'7,:c o :.n-??’D 

XI3U?F.S of a Meeting cf Directors 
held at 3> St. Helen's Place, 
London, H.C.3. on 12th December, 
_ U‘63. _ 


2.19A 


P7^s?,:rr: 


>'r. 3. Franklin 
Mr. :•:. Golcwutc: 
Kr.‘ L.J. Evans 


JA A??~*::p;.?:C3 ;Kr. D.A. Earefcanl 

. » * Xx. S.S. Walker 


In the Chair 

Secretary and alter.-* 
Director to ilr. E.C. 
Whitehead 


(representing Messrs, 
S.P. Turner 1 Zzr.s) 
Kotaxy Public 


•ers ox 
rrr.ry 


; Two Powers of Attorney were produced at the 

Meeting as follows:- . _ . 1. 

. -(a) in favour of Worth Air Freight Overseas Inc. 
of P.0. 3or £C6, Irdsley, lew fork, united 
'• • .' States of Ar.erica for the purpose of authorising 
. r ‘ •* that Cons any to act as forwarding agents; 

* 4 .;** (b) in favour of Mr. Johannes van Thuiji of 1 s - 
Cxavenhage, loordeinde l l . L 2A, Holland for the 
- pur pose of enabling Mr. Van Thuijl to esta- 

• blish a.place of business for the Conpany in 
Holland. 

* The two documents were enanined and approved 

and IT WAS HESCITED that the Cor.pany’s seal be affixed 

thereto in the presence of Mr. Walker who was then 

reouested to take the necessary action to ensure that th- 
• • « 

docunents would be available for use in the countries 
concerned. * *. //f' 


/ * ///I.,; 

•» / i / 

// -/ ■ 


A3-w : 


I 






EXHIBIT 2k -X 


IHJTICO T.TTrT^ 


220A 


Minutes. of a Meeting of Directors held at the Connaught Hot-1 
Carlos Place, London, V.l. 0 n Wednesday the lOth day of Jun c 
196k. 


.•* .Present 


Mr. B. Franklin - In the Chair 
Kr. M. Goldvatcr 


In attendance; Mr. L.J. Evans - Secretary JB( , All*** 

Mr. W.K. Carr - Solicitor 1) ‘ r * ct ‘ r - 

Mr. Evans summarised the financial position cf the c cn P any 
Bt the end of its first sir. nonths trading end reported that 
sufficient profits had been nade to pay an interin dividend to 
the holders of Preferred and Second Preferred Ordinary Shares 
Bt the rate of 12*2 p.a. and Deferred Ordinary Shares at the 
rate of 6*2 p.a. Such dividend would absorb £2,762.1c.CG. ?ro - 
vhich, after deduction cf incone tax at the standard rate, vould 
anount to a total net dividend of £1692.o.Bd. 

3-t was resolved to declare an interim dividend of the above- 
mentioned amount to the holders of the Preferred and Second 
Preferred Ordinary 

' n "- e i_ f “ nd the Secretary vas instructed to 
take all necessary steps to remit dividend warrants. 



AM 


•v •. 


• w 




MdTfTil 


EXHIBIT 2 ) -Y 


r / 




?2±A 


_ ___ r —• • 5? DITI.--C r07U». :ITU) /• • 

,MITTO -• 3 C7 .> .. 

.......... - -, T •t T-!« C» 3* 0-* 2^T.7 

3 a?, 

—rnn _ _ - - 


rrv?'**!*• 

4^£V « 


Tlr* ?>, Franklin 
Vj, v. Colgate: 
Mr. L. J • Evans 


It. the Chair 


Sac;. VaTy tr/ 

•jl {;»t O ';■ I; 

to (*X • •'• v ’» 

Uhilchead. 


} . poverr. ox 
« \*+t'-:'£2La. 


* 

i- ' 


A root of Atsaraay in faww of ». 
Goer&o »=a SSaiJl oT •» fttevca&aso, UssraeinSe *2V 
nollnri tor tte tayxa of eorjytas «.« Pi'=- of ~~ 

. . , !.«.« '*»>-, • »r 

• • •* ^ ^ e *^7*DUP wO*!I t-O *»•*■'' *• *‘* w ’* 

Sot tho Carrjany ^ .* —- * 

. _ _*%-s 1 n^TO'^Clfl CllVj J.** 

She OostKcnt vas rranlaad — 

tint 1'r. FrcnV.lin an! *'-* " v "- ns to ' Lo n_ * 

Csm>r»ny*s Seal Loreto in tho pr^enca or a Notary 

Public. 




xr-y 


v 
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EXHIBIT 26-Z 

nrji.cc>' v.u.-;t:-.d 


22/CA , 


KIKuYLS Or A HSSBIKS of Directors 
held on I ionday tno 14t:i cloy Oj. 
■Jiarcli 1S65 at 6u Qiu. -rs Street, 
London, L.C.4. at 10.30 o'clock in 
the forenoon 


Present: 


Hr. P. Pranklin - in the Chair 
Hr. A. J. He<3path 

Hr. L. J. Lvans (Secretary and alternate director) 


In attendance: 


Hr. V. At: Carr 
- • 

Hr. u. D. Dune 

1. It was reported that Hr.A.J.P.edpath had been appointed a 
Director in place of Kaurice Goldv/ater whose signed letter of 
resignation v/as produced. 

.2. The Secretary reported that the follo-.ring paynents had been 
nade in the year ended 30 th liovaisber lS64s- 
(a) Directerr Salaries 


~ Edwin C. Veiskopf 
Hdwin C. vrxi-tehead 

(h) Directors lees 

B. Pranklin 
1-1. Goldjater 

(c) Service Charge 
payable to 
Associated Company 

(a) Audit Pee of Kessr?. 
Touche, Hoss, Parley 
L Smart 

(e) Dividend of \2-& on 
250 Preferred 
Ordinary Shares of 
' ’ £100 each - Gross 

Less Tax 


£7,500 

7,500 


£250 

250 


£15,000 


£500 


• 15,000 


1210 


£ 3,125 

1.210.IB.a. _ 

£32,124. 1* 4 


IT WAS R3S0LVSD that such payments be and they are her-.o., 


£lo 


l 






approved end c on fir no d 

2„ • The Secretary report®,.* that the following paynents had 
made in the year ended 3Cth hoveuber 196 >j- 
(a) Directors Salaries 


Edwin C. Ucisicopf 
Edwin C. Vlhitehead 

(b) Directors Fees 
*. * B. Franklin 

E. Coldueter 

(c) Dividend of 12',5 Dn 

Preferred Ordinary 
Shares of £100 
each - Cress 

Less Tax 


£7,500 

£250 

250 

£3,125 

1 ,289. 1. 3. 


l5,oco 


'5oo 


Jkj&sao. 

£16,535.13 


IT UAS B230L7ZD that such paynents be end they are her 
approved end confirmed 


3. Alter considerin'; the undermentioned proposed payments 
IT WAS RESOLVED that such paynents be and they are hereby 


approved. 


. 

(a) 

Service Charge payable 
to Associated Company 


77,000 

(b) 

Audit Fee of Fessrs. 
Touche, Ross, Bailey 
& Smart 


300 

(c) 

Directors Salaries 



. 

Edwin C. ’.feiskopf 

£1,375 

• 

• 

Edwin C. Whitehead. 

1.975 

3,75c 

(d) 

• 

Directors Fees 


- 


B. Franklin 

71. **. 8. 

• 

• 

H. Gold-ater 

•ZbJts-St 

1H2 

(c) 

Dividend on 250 
Preferred C-rdiry 
of £] CO eecii for 
the period fron 

1.12.65 - 15.3.66. 

- Gross 

# 

£1.790. 3. 2. 

X 


£ 1 , 790 . 3. 2. V 







4 




All shareholders 2c rccd that rn additional dividend 

should be paid on the 2?C Preferred Ordinary .Snares fc 

\ * * 

.period specified. 






EXHIBIT.27-AA 




■ .1 


lul.UTEo O'. A of Director* 

hold on r.:n;'.;y the 1-Vth cay of 
• March 1"c6 at* 11 o'clock in the 
fforenoon at CJ, Queen Jtrcet,. 

- IiO/ij u]i| .#« ■/< 4 • 


. ?25 A 


Iresent: 


Hr. 3. Franklin 
Hr. A. J. Red path 


- in the Chair 


Hr. 1. J. Evans (Secretary and 

alternate Birector) 


In attendance ■ 

Hr. If. n. Carr 
Hr. V. 3. Kune. 

1. There were produced to tlie nesting four transfers duly 
executed and starp=d as follows 



- Transferor 

Transferee 

Shares 

a) 

Honney Finance 
Conpany ltd. 

Hong Kong Holdings 

ltd • 

250 Preferred 
Ordiia-ry Sharer 

b) 

Intapco Inc. 

(by its liquidator) 

Konr Kong Holdings 

“ ltd 

250 Deferred 
Ordinary Sr.ar." 

c) 

Intapco Inc. 

(by its liquidator) 

Kong Kong Holdings 

ltd 

125 Second rrc- 
• ferred Ordinary 
Shares 

a) 

Kong Kong Meldings 
ltd. (by“its 
Attorney) 

• 

Thorns Villian 
Fripp 

• • % . 

1 Deferred 
Ordinary Share 


AW) IT './AS K33C17S3 th: 

at the said transfers 

be passed r.r.d 


the nanes of the trar.s 

forces entered on the 

Register 

2. 

There ..ere produced to 

• 

the renting the sign 

cd resignations 


iron their reccedrive 

cilices as Directors 

of the Corps.;.;- 

• 

of the following perr-c 

ns : 

#• 

• 


. Bernard 
Andrew 

Franklin 

aed pi th 



and if mao jeiOi ^ ..•> .* 

at such resignations 

be and they arc 

/ 


hereby i.cciutr.J •;itl. affect fron the ti.ue of an eh acc:.- -y • 

• /■■■; 

cL *! f\ /\ . - 

». ». » •» . . J . k ••• ■}•••• • •«-••••»«.. . *•. ... ... ..... w .., a .... ...... M . 






EXHIBIT 28-BB 


iiiu.co jjnzrjD 


1HKUTSS 0? A IIEE'UirG 0 f Directors ^2SA 

held on I Tor.day tic l«‘ r th day of 
March lt;6G at 11.50.o' clock in the 
' forenoon at 13 I’insbury Circus, 

London, E.C.2. 


jEresent: * 

Hr. T.w.Eripp - in the Chair 
Mr. T.A.Bushby 
Hr. X.J.Evans 


.In attendance Hr. b’.R.Carr 

. Hr. V.D.Kune 

i Hr. A.J.Redpath 

It was reported that the following persons had been 

appointed Directors of the Company in accordance with 
Article..84(1) and (2) of the Company's Articles of 
Associ^bxon. ■ 

. * 

Thonas VilLiau Pripp 
Thocas Albert Bushby 
Ernest Hash Ensor 
Bcslic Janes Evans 


There i/ere produced to the nesting the signed resig¬ 
nations fron their respective office as Directors of 
the Cor.pany of the following persons: 

. . Edwin C. Vhitehead 

- * * ' s # 

Edwin.C. Veirhopf 


and IT u'AS RESOLVED that such resignations be 
arc hereby accepted with effect freu the tine 
acceptance. 


and they 
of such 


It v/an reported to the meeting that 
foi* distribution by way of dividend 


there was available 
the cun of £ 300,000 







fcjijH exeunt trading Income of the Company and that 
authority had boon recjived from the Inspector of 
joreijn Dividjhds to pay dividends out oi such income 
without deduction of tax at the net United Kingdom 
rate, and IT VAS KbSOLYLD to declare a dividend of the 
ahove-nentioned amount to th«_- beneficially entitled 
holders of the Deferred Ordinai-y Shares and the Sec- 


2.3? A 


rotary was instructed to take all necessary steps to 


renit dividend warrants. 


The Meeting was reminded that under the existing arrange¬ 
ments relating to signature of cheques hr. l.J.Dvans was 
empowered alone to sign and endorse cheques, drafts and 
-other documents not exceeding £500 in value, but that in 
the case of cheques exceeding that amount in value his 
signature required the coulter signature of Hr. V.H*Carr. 
It w?.s proposed that the existing arrangements should con¬ 
tinue but that I-ir.T .A.Busiiby be authorised to countersign 
cheoues as an alternative sc Hr.w'.R.Carr. IT './AS 


HLI01YHD that he should bo so authorised, and that the 


‘ Secretary should make the necessary arrangements with the 
Company's bankers for giving effect to this authority. 

IT VAS HDS0L7DD that he should be so authorised with effect 


from to-day's date. 


The Secretary was instructed to prepare and file the 


necessary Particulars of change of Directors. 


- ✓/•. :l 
//* •/ 


\ 


t 









■ EXHIBIT 29-CC 


mnnco uv rgB 

Directors 


•228 A 


>m!UfDS 07 A c" Directs 

nn vondnv the ?Ut e..y 01 

March I0So Ct U.jO 0 clo-... • • 


March q '•’in«-bu v v Circus, 

forenoon *-t to • 

London 


Present: 


lit. T.V, Tripp 
Hr, T.A. Bushby 
Hr, L.J. Svans 


In the Chair 


In attendance Hr. VJ.TV. Carr 
Hr. VJ.D.' Hun? 


1. 


2. 


Ther e was produced to the'—«»* » *° rit anfi L °” ACC ° Unl 

Tor the period 1.12.1965 to 28.2.1966 proper** by »>«r». Touoho. 

. . i, it an"'> !, red that there vas 
Ross, Bailey & Snart from vhicr. U ap-— rcc 

available for dlstributulon hy »y of dividend the eat of 

r- i-v, i 5t \'*cX S 

£305,CfO he in" euenpt tradinp ancor.e o. 

reported that authority had been reoelved free. the Ineoeator of 
Foreign Dividends to pay dividends out of such Incone without 
deduction of tax at the net United Kinder, rate. 

• ' There vas produced to the Meeting a notice of Uaiver^f 
dividend on the Second Preferred Ordinary Shares of the Company 
and TT "HAS TSSCLVBD to declare in favour o. the ben—ie- 
entitled hollers of the Deferred Ordinary Shares a second 

Interin dividend of £30?,CC0 

tilth a vim to the proposed liquidation of the Co..p.ri. > 

vas produced to the ceeting for approval a Statement of toe 

dssets and liabilities of the Conpany as at the 23th *br - 

. _ j r\r* ~ ^ r’'od 3-- ^.T 

- - A- _ _ 4 . , i cflG ip - * D • 

1966. The Statement .^o cc..si —- 
•; R3SCL73D that the figures. contained therein be inco,?-^-- 

into a Declaration of Solvency. The.Declaration 

„ , m * Bu r hby and Mr. L.J. ^vans (bc*.n., 

by l!r. T.VI. Fripp, .-.r. T.e. -u_iu/ 

*rv'*■ • o' the Directors). 

RojOl *“/ 

• • «• t n* ,4 *>*••»* Vh,i a«vsoirit od Ijicuj 

It vas decided that Kr. D.J. >»»«», -• »•-»* 

1 Ml- ' or'-TV vas instruct-d to convene .... 
of the Company and th; -* J 








Extraordinary General Meeting at short notice ror the- purpose 
of proposing resolutions to piece the Cor.p 1 .a 7 in labors 
voluntary liquidation, to appoint Mr. W.J. Findlay as 
Liquidator and to authorise hie, (if it should be necessary) to 
distribute the Company's assets in specie. 

The Secretary was further instructed to secure the filin- 0 - 
the Declaration of Solvency at tbs Companies Registry prior to 
the date of the proposed Extraordinary General Meeting. 

The Meeting vas reminded that under the existing arrangement 
for -signature of cheques drafts and other documents dra-.;n or. 
the Company's accounts at . Bank, in Holland. 

(a) All cheques drawn on Dumber 1 Account required the 
signature dj. Mr. G. /an Thurj^ and the countersignature 
of either Mr. Whitehead or .Hr. Weiskopf or Mr. Evans; 


. {b) Chea - ue5 drawi ^ Humber 2 Account for 'the equivalent of 

£?0 or less required the sole signatufe of Mr. G. Van 
Thuij£, and cheques for the equivalent of more than'£50 
required the signature of Mr. G. Van Theft£ and the 
countersignature of either Mr. Whitehead or Mr. Weiskopf 
TlVnS 33S0L73D that the powers of Mr. Whitehead and Mr. Weisko 
to countersign cheques drafts and other documents as above be 
removed, and that Mr. Thomas Albert Sushby be empowered to 
countersign in their place and that the requirements for valid 
signature and countersignaf-e be altered accordingly and notice 
thereof be given to the ' Bank 

Toe Secretary reported that there mere still in existence the 
-0-1 owing Powers of Attorney granted by the Company:- " 


Date 


6 th December, 1963 
December, 1963 
2 5th November, 196 ’r 


Attorney 

Worth ‘Air Freight Overseas I: 
Johannes Van Thu>j£ 

Geurte Van 1’hiVj C 
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end IT UiS HwSC VfZD that all such action should forthwith 
be taken as night be necessary to cancel the said Powers of 

Attorney, and to gi^e any notices necessary to be given in 

\ 

consequence of such cancellation. 



/ /Ll r 











DAGS HAW C9 
CH.nrrruo *ccou«i* NT '> 

*• * 

• AVC«*w f 300*J. 

Av t*»ui IIRO. 
in roiiAw ; | 

CAUCC» j 4.0*00*, | 


Dear Li. Carr. 
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' <y> / 

*** O'ts/oM' j;.c.j. 


22nd December, 1963 


•• 

Ininso Limits . * * 

rten you ^ die8 "» sl «> ®f ycutordry 

Coajdny in the near future. intention to t.ina up the aoovo ' 

Finance Company UnUed f“. thc J»«ieip, Woa 0l - kra! ,„ v 

t.’as understood that the nrri—,"7” ria “'- Uij ~ CCi -o-e two years a-- 0 it' 
and h £d j had a ■£**** C\ Uni ' Cr f^^ction was lo’vc“~ 
Jithm too years, I certaiMv' nou”^ .’? UK *» «• liquidation ’ 
it. was only attractive on a i on - ^ C0n3 ^ered this investment 

have been put to better use in ^ MOac * Laid 

the Agreement between V* at you rationed ye store— 

^—stances;-butl^rT^ 2 ^/ 0 " ^^ation 


— —c existing circumstances but T ?r0VlS1On **4Ui luuI 
you as I can find no reference to •'"" nK 1 “* ust havo misur.derstoo 
J.oveiaber, 1 5 6 5 . ^ t& -**“ the Agreement of the 2 9 th 


only entitled to receive tno no *dVl 5*™* ° r ' iiri£ir * y Shareholders a-e 
accrued to the cate of rena^er ° f lho shar ^ plus interest 

consideration, I really ^fth- Tl a11 thc ^ets into ° 

m audition and I shall be obliged ifyo^oil'^ 3 °" C ?ro3iu:a eleaent 

fc u you .voula convey -’mo 4^ „ 

y -na- ®o your clients 

• * It so banners 4 

to tvT GCti0n 7/1 th thc outstaruia^^'vfleM ;°*° phoned n - this morning 
on tW- r^i“ inS I L" d A C ™ rc f or '-ncc »as naJo 

^- r and 1;c asked me to -7 d Hk 1 *“ ls '-ntin-; you today 
1 «a. accoramgly doing. **'" d iIf ‘ u co i*' ° ! the letter which 


Carr Ksq 
,, ' J v * 

Uuoru. M, 5 ‘urner 4 Coni, 
° 6 * 3uc ? n Street, ii. C . 4 . 

c * c * I,.J. Kvans L‘r,o. 


lours sincerely, 

<fn 




O rt i C: 


- b 


*•• .*/ « !>• 
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Opinion of the Tax Court 
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6k T. C. No. 7 


UNITED STATES TAX COURT 

ESTATE OF EDV7IN C. WEISKOPF, Deceased, ANNE K. V7EISKOPF and 
SOLOMON LITT, Executors, and ANNE K. WEISKOPF, Surviving 
Petitioners v. COMMISSIONER OF INTERNAL REVENUE, Respondent 

'EDVJIN C. WHITEHEAD and JOSEPHINE WHITEHEAD, Petitioners v. 
COMMISSIONER OF INTEPNAL REVENUE, Respondent 

-Docket Nos. 1920-G9 Filed April 17 » 1975* 

1934-69. 


Petitioners were sole shareholder^ of A, a domestic 
corporation. A was organized solely for the purpose of 
holding stock interests in I, a Dritish overseas tradin'! 
corporation. R, a British corporation, acquired 30^ 
percent of the voting rights of I upon its incorporation. 

P was entitled, by articles of association ano share 
holder agreements, to a 12 1/2 pcercent cumulative annual 
dividend and upon liquidation or sale of stock to a 
return of its investment. I sold products overseas ./hich 
were manufactured in the United Kingdom by an affiliate 
of a domestic corporation wholly owned by petitioners. 

The stock of A corporation was sold by petitioners, the 
gain from which was reported as lona-term capital gain. 
Held, I is a controlled foreign corporation and the nain 
realized upon the sale of h stock is reportable^as 
ordinary gain to the extent of earnings anu pro^itj. 
Sections 957(a) and 1248, J.R.C. 1954. Held further , I was 
liquidated at the time of the sale of stock in A corpora¬ 
tion. Held f u rthe r, both petitioners are subject to the 
provisions of section 1248. 
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James U. Lewis , for tne petitioners in docket Ho. 1920-69. 

Laurence Goldfoin , ilark II. Johnson and Richard Levine , 

for the petitioners in docket Ho. 1934-69. 

Agatna L. Vorsanger and Barry D. Gordon , for the respondent. 

WILES, Judge : Respondent determined deficiencies in 
petitioners' income taxes for taxable year ending December 31, 
1966., in amounts as follows: 

Petitioner Amount of Deficienc'' 

Estate of Edwin C. Weiskopf $481,465.57 

Edwin C. and Josephine Whitehead $454,329.78 

Several issues have been settled by the parties. The remain¬ 
ing issues Lre: ( 1 ) Whether, for purposes of applying section 
1248, a foreign corporation is a "controlled foreign corpora¬ 
tion" as defined in section 957(a); and (2) if determined to 
•be a controlled foreign corporation, whether respondent's 
computations under section 1248 are correct. 

FINDINGS OF FACT 

Some of the facts have been stipulated and are found 
accordingly. 

Petitioners in docket No. 1920-69 are Anne K. Weiskopf 
and Solomon Litt, tne duly qualified and acting executors of 
tie estate of Edwin C. Weiskopf (hereinafter referred to as 

I - 

All statutory references arc to the Internal Revenue Code 
of 1954, as in effect during the year in issue, unless other¬ 
wise indicated. 
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Weiskopf), who died a resident of New York, New York on February 
7, 1968 and Anne X. Weiskopf, Weiskopf's surviving spouse. The 
legal residence of all such petitioners at the time of the filing 
of the petition was New York, New York. Weiskopf filed a joint 
Federal income tax return for the calendar year 1966 with the 
district director of internal revenue, Manhattan, New York. 

Petitioners in docket No. 1934-69 are Edwin C. Whitehead 
(hereinafter referred to as Whitehead) and Josephine Whitehead, 
husband and wife, who were legal residents of Rye, New York v;hen 
the petition was filed. They filed, a joint Federal income tax 
return for the calendar year 1966 with the district director of 
internal revenue, Manhattan, New York. Whitehead was the son 
of Weiskopf. 

Technicon Instruments Corporation (hereinafter referred to 
as Technicon) was incorporated in the State of New York ana 
was wholly owned by Whitehead and Weiskopf. During the years 
1963 through 1966, Whitehead vas the president of Technicon 
and Weiskopf was chairman of the board of directors. Technicon's 
primary business was the manufacture and sale of scientific 
instruments, the most important of which was the "AutoAnalvzer" 
which Technicon began manufacturing and distributing in 1957. 
Technicon acquired the patent rights to the AutoAnalvzer in 
1957 and owned all such rights through all periods relevant to 
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CaS °- Pri ° r t0 19 ° 3 ' manufactured AutoAnalyzers 

that vote sold in the world marhet, except the United Kingdom ' 
and some Commonwealth countries. 

Technicon Instruments Company, Limited (hereinafter re¬ 
ferred to as Limited,, was a wholly owned subsidiary of Technicon 
organized unuer the laws of the United Kingdom i n the 

late 1950 Limited's business initraliy consisted of assembling 

AutoAnalyzers from parts made in ,, • , 

parts made in the United states by Technicon 

for sale in the United Kingdom. Subsequently it started its 

own manufacturing and selling operations in the 

la or about 1963. Technicon expanded the manufacturing capacity 

of Limited so as to enable it to supply AutoAnalyzers to the 

rid market outside of the United States. During the period 

1963 through 1966 the directors of Limited were, 

Edwin C. Weiskopf 
Edwin c. Whitehead 
William Robert Carr 
Leslie James Evans 

Leslie James Leans (hereinafter referred to as Leans, was the 
operating head of Limited. 

Romney Finance Company, Limited (hereinafter referred to 
as Romney, was a corporation organized under the laws of the 
United Kingdom on November 28, 1962. At all times relevant to 
this proceeding, all of the outstanding shares of Romney were ’ • 
owned by Unex Investment Trust Limited (hereinafter referred to 
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as Unex) , a corporation organized under the laws of the United 

\ 

Kingdom. Unex was a British "investment holding company" en¬ 
gaged in the business of investing in tne shares of publicly 
traded securities. It was a publicly held company. Unex 
formed Romney to undertake "dealing" operations which Unex 
itself could not undertake, wnich included investments in 
private companies. Prior to 1963, Romney invested primarily 
in public companies and undertook some underwriting activities. 

Bernard Franklin (hereinafter referred to as Franklin) 
was on the board of directors of Unex from 1963 through 1968. 
Franklin was also on the board of directors of Romney from the 
time of its incorporation. Franklin was a chartered accountant 
and senior partner in the firm of Bagsliaw & Company, London, 
England. He was never an officer, employee or director of 
Technicon, Limited or any of their subsidiaries. 

William Robert Carr (hereinafter referred to as Carr), 
one of the directors of Limited, was a solicitor with the firm 
E. F. Turner & Sons, in London, England. Carr and his firm 
represented Technicon and Limited in their activities in the 
United Kingdom from the time of their incorporation. The 
Turner firm also represented Unex, when it had occasions to 
employ solicitors. Carr approached the board of directors of 
Limited with the idea that an Overseas Trade Corporation 
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(hereinafter referred to as OTC) be created under the laws 
of the United Kingdom in order to gain exemption from United 
Kingdom income and profits tax on all trading income from out¬ 
side of the United Kingdom. The board of directors directed 
Carr to investigate the concept and work out a "scheme" to 
implement it. 

After the plans for establishing an OTC were formulated, 

Carr became concerned that a company wholly owned by Whitehead 
and Weiskopf would be open to a "surtax direction" which Carr 
described as a tax similar to an accumulated earnings tax under 
United States tax provisions which, in his opinion, would have 
partially negated the tax benefits of an OTC. He therefore 
suggested to Whitehead and Weiskopf that they have eleven equal 
shareholders in the OTC, which he testified was "greeted with 
horror." Carr then suggested that 51 percent of the vote of 
the proposed OTC be given to a publicly owned company in England. 
This suggestion was also unacceptable to Whitehead and Weiskopf. 
An arrangement whereby 50 percent "of the votes" would go to 
a public British company was accepted by Weiskopf and Whitehead. 

Carr then approached several people with the proposition 
for investment in a proposed OTC. One of the people approached 
was Franklin, as a representative of Romney. An initial dividend 
rate of approximately 8 or 9 percent was offered to Ronnev by 
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Carr for an investment in the proposed OTC; however, a final 
dividend rate of 12 1/2 percent was agreed upon by ! ^iklin 
and Carr. The dividend to be paid on Romney's inv' ...'ent in 
the proposed OTC was substantially higher than the rate of 
return on government stocks and approximately 5 percent higher 
than the then prevailing bank interest rates. 

On November 22, 1963, IntapcoInc. (hereinafter referred 
to as Intapco) was incorporated under the laws of the State 
of New York. Intapco was formed for the holding of stock in 
Ininco, Limited (hereinafter referred to as Irinco) , the 
proposed OTC. Intapco earned no income and did not file 
Federal corporate income tax returns, although it did file 
New York State franchise tax returns. Intapco had two classes 
of stock authorized consisting of 100 shares of common and 
500 shares of preferred stock. Upon incorporation Whitehead 
subscribed to 70 shares of common stock, for which he paid 
$7,000. Weiskopf subscribed to 490 shares of preferred stock, 
for which he paid $49,000. Par value of both preferred and 
common stock was $100 per share. 

On November 24, 1963, Intapco and V7eiskopf entered into 
an agreement wnich granted Weiskopf the oution, only during 
his lifetime, to convert up to 70 shares of his preferred stock 
into common stock, share for share. The conditions which 
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entitled Weiskopf to the exercise of the option were essentially 
as follows: 


. Intapco terminated, in any manner, its 

entire stock interest in any otner company affiliated 
with Tocanicon, or any of its domestic or foreign 
**^tliates. ine word affiliate was to be given the 
broadest possible meaning so as to include any company 
which nanaled any "Technicon" products, whether or not 
such companies were connected through stock ownersnip; 


(b) If neither Intapco nor any subsidiary had 
done business with Technicon or any affiliate during 
the 4 months preceding the exercise of the option; 


Intapco authorized any distribution in 
respect of its common stock of any stock interest 
* 1CxCi °y x t i n any affiliate of Technicon; or 


(d) If the holders of not less than 50% of the 
common stock of Intapco agreed to the sale or other 
disposition of such stock. 


Whitehead also signed the agreement, which provided as follows: 

Edwin C. Whitehead as the owner of all the 
common stock of this Corporation, by his signature 
at the foot hereof, hereby ac\. owleges nis consent 
to and approval of the authorization and delivery 
of the within option, and agrees, for himself, his 
successors and assigns, to take all necessary action, 
as the holder of the common stock, to implement tne 
terms of this option and further agrees to the 
taking of such necessary steps by the board of 
directors and officers of the company, including 
amendment of the certificate of incorporation to 
authorize the conversion, if tnat may be deemea 
necessary in the opinion of counsel for this 
Corporation, and to increase the authorized shares 
of common stock to such number as would be sufficient 
to satisfy tiie conversion privileges under this 
option. 
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On .Jovomber 28, 196 3, Ininco was incorporated under the 
laws of the United Kingdom. It qualified as an OTC under 
United Kingdom law and as such was exempt from United Kingdom 
income an i profit tax on its trading income from outside the 
United Kingdom. 

Inc share capital of Ininco was divided into three classe 
of stock as follows: (1) 250 preferred ordinary shares; (2) 
250 deferred ordinary snares; and (3) 175 second preferred 
ordinary shares. From the inception of Ininco and through Feb 
ruary 24, 1966, Romney owned all of the 250 preferred ordinary 
shares oi Ininco, for which it paid 25,000 pounds. Intapco 
owned all of the 250 deferred ordinary shares and all of the 
175 second preferred ordinary shares, for which it paid 2,500 
pounds and 17,500 pounds, respectively. As provided in the 
Articles of Association of Ininco, the preferred ordinary shar 
and t.ie deferred ordinary shares were entitled to one vote 
per snare and the majority of each such class of stock was 
entitled to appoint not more than two directors of Ininco. 

The second preferred ordinary shares had no voting rights. 
During all periods relevant to this proceeding tua board of 
directors of Ininco consisted of four directors. During the 

2 - 

The parties have seipulateu that tnn exchange rate during 
all years relevant to these proceedings was 2.786 dollars to 
one pound. 
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period of November 29, 1963 to .'larch 14 , 1966, the directors 
of Ininco were: 

Edwin C. Whitehead 
Edwin C. Weiskopf 
Bernard Franklin 
Maurice Goldwater 

Each director had the power ter appoint another director or 
another person to act as an alternative tiirect > during his 
absence provided such person was approved by resolution of the 
board. 

The Articles of Association for Ininco also provided that 
the preferred ordinary shares were to receive a cumulative 
dividend of 12 1/2 percent per annum and that the second pre¬ 
ferred ordinary shares were entitled to a cumulative dividend 
of 4 percent per annum. The balance of the profits were pav- 
able to the second preferred ordinary shares and the deferred 
ordinary shares, provided that the amounts payable to the second 
preferred ordinary shares did not exceed 8 1/2 percent annually. 
In the event of termination of the company the preferred ordinary 
shareholders were entitled to a preference limited to a return 
of their investment plus any arrears or deficiency of the fixed 
cumula ive dividend. Thereafter, the holders of the second 
preferred ordinary shares were entitled to a preference limited 
to a return of their investment plus any arrears or deficiency 
of the fixed cumulative dividend. The balance was to be dis¬ 
tributed to the holders of the second preferred ordinary shares 


v ' 
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and deferred ordinary shares in proportion to their investments, 
except that distribution to holders of the second preferred 
ordinary shares was limited to 12 percent per annum of their 
investment from the date of issue to the date of payment. 

The Articles of Association for Ininco further provided 
that any snare may be transferred to any member of the company 
provided it is first offered to the other shareholders. Ihe 
Articles provided that a memner desiring to sell his shares 
»v_.st give notice in writing to the company thereby constituting 
it as an agent for the purposes of the transfer. The directors 
were tnen required to notify the other shareholders of the 
selling shareholders desire to sell. Fair market value was to 
be fixed by the auditors of the company for purposes of transrer. 
The actual transfer was subject to the following provisions; 

31. The instrument of transfer of a snare 
shall be executed by or on behalf of both the 
transferor and the transferee, and the transferor 
shall be deemed to remain the holder of the snare 
until the name of the transferee is entered in the 
register in respect thereof. All instruments of 
transfer, when registered, snail be retained by the 
Company. 

32. The Board may, in its absolute discretion 
and witnout assigning any reason therefor, decline to 
register any transfer of any share whether or not it 
is a fully paid share. 

On November 29, 1963, Intapco, Romney, and Ininco entered 
into an agreement entitled "Shareholders Agreement. 


Article 3 
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of that agreement provided, in effect, that if Intapco de¬ 
sired to dispose of its Ininco shares it must first offer the 
shares for sale to Koinney and vice versa. If the shares offered 
were not purcaased by the other sharenolder the offering snare- 
holder was free to sell the shares to others or to call for 
liquidation of Ininco. Under the shareholders' agreement the 
price to be paid to the selling shareholder for the offered 
snares was the amount which the shares would receive on liquida¬ 
tion of the corporation, taking into account the corporation's 
tax liabilities. Under the Articles of Association of Ininco, 
upon liquidation of that corporation, tne owners of the pre¬ 
ferred ordinary shares and the second preferred ordinary shares 
were entitled to receive the par value of those shares p^uo 
unpaid dividends, if any. Tne balance, if any, was distribute - 
aole to the deferred ordinary shares. 

The agreement also provided that, in view of the even 
division of control of Ininco between tne holders of the pie- 
ferrea ordinary and the deferred ordinary shares, the parties 
in tneir capacity as shareholders and directors would endeavor 
to prevent a deadlock that would impede the normal conduct of 
the business of the company and would exercise all due diligence 
to resolve any such impasses expeditiously. The agreement also 
provided as follows: 
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10. (a) None of the parties hereto shall, after 

a dissolution of the O.T.C. or a sale of its 
shares therein, have any rights solely by 
reason of having been a shareholder of the 
O.T.C. with respect to the name of the Company, 
or its customers' or other goodwill, if any, 
nor to continued handlina of products of 
manufacturers with whom the O.T.C. may do 
business from time to time; 

(b) It is the intention of the parties that; 

—(i) no rights shall accrue to any of them 
in the O.T.C. or its successors by reason of 
such party being a shareholder, in the O.T.C. 
to interfere in any way with the freedom of 
any of the other parties who are shareholders 
of the O.T.C. to engage in any business 
activity which may be competitive with the 
O.T.C. during the life of this agreement or 
thereafter, nor to recover any damages by 
reason of such business activity, and 
(iii) they shall not obtain for themselves 
the right to any commercial opportunities, 
or the benefits therefrom which could be 
regarded as belonging to the O.T.C. its 
sharenolders and beneficial owners in the 
absence of this Agreement; 
and this Agreement snail be construed liberally to 
give effect to this intention.3 

The agreement further provided that any question arising as 
to interpretation of the agreement or as to any rignts, duties 
or liabilities of any parties was to be settled by arbitration. 

Ininco became engaged in the business of selling Auto- 
Analyzers, manufactured by Limited, to the world market out¬ 
side of the United States and the United Kingdom. Limited 
continued to sell AutoAnalyzers it manufactured in the United 
Kingdom market. Ininco would purchase AutoAnalyzers from 


3 - 

(ii) 


This agreement provision originally contained a subparagraph 
which was eliminated by agreement of the parties. 
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Limited and pay for the products. It in turn would sell the 
AutoAnalyzers to agents and distributors overseas, some of 
which were affiliated in some manner with Technicon. It went 
through an evolutionary period at this time from the use of 
independent, agents and distributors to establishing offices 
in foreign countries. One of the purposes of establishing 
Ininco was to take advantage of the United Kingdom tax benefits 
and thereby build up capital to finance what Whitehead testified 
was to be a rapidly expanding export business of Technicon. 

Ininco would provide credit terms for offices which were over¬ 
seas and affiliated with Technicon for which no interest was 
apparently paid by the latter. The credit given to the Technicon 
affiliated offices overseas in effect "gave them a chance to 
build their business." There was no written agreement between 
Ininco and Limited relating to the sale o T AutoAnalyzers for 
any extended period of time beyond the fulfillment of each order. 

There was no provision in the Articles of Association of 
Ininco to break any deadlock vote which might arise. Franklin 
and Goldwater were appointed to the board of directors of Ininco 
by Romney. Weiskopf and Whitehead were appointed to the board 
of directors of Ininco by Intapco. Romney required that all 
checks in excess of 500 pounds be countersigned by Carr. A 
board of directors meeting of Ininco held on November 29, 1963, 
approved this procedure. Evans, the managing director of 
Limited, was .also the secretary of Ininco. He was also, at 
least in the eye3 of Whitehead, the managing director who ran 
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Ininco for all intents and purposes. The board of directors 
of Ininco granted powers of attorney as required for conduct 
of the company's business. The managing director in a British 
corporation is the equivalent of a president of an American 
corporation. 

Tiie special treatment accorded by the United Kingdom to 
an OTC was abolished by legislation enacted in 1965 and effective 
as of April 6, 1966. Carr advised Whitehead and Weiskoof of 
this new legislation and that as a resulIninco would no longer 
be exempt from income and profit tax on its current income. 

Upon such repeal Ininco no longer served the purpose for which 
originally intended and the decision was made by Woiskopf and 
Whitehead to terminate its existence. After it was decided to 
"get rid" of Ininco, Carr « cussed the best method of doing 
so with the company's auditors (and others). It was determined 
that liquidation of Ininco by Intapco and Romney would result 
in the imposition of a 40 percent British tax on the liquidation 
distributions. United Kingdom law, however, permitted a non¬ 
resident to receive dividends in gross which would not be sub¬ 
ject to such tax. Carr then approached Intapco with the sug¬ 
gestion that, because of favored tax provisions, Intapco stock 
should be sold to a Hong Kong company. Carr worked out arrange¬ 
ments for sale of Intapco stock (owned by Whitehead and Weiskopf) 
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and Ininco stock (owned by Romney) to Hong Kong Holdings, 
Limited (hereinafter referred to as Hong Kong Holdings), 
a Hong Kong corporation. Hong Kong Holdings was a subsidiary 
of Wheelock Marden & Co., Ltd., a major Hong Kong corporation. 

On December 6, 1965, Whitehead, Weiskopf and Intapco 
entered into an agreement whereby Weiskopf exercised his 
option to convert 50 of his shares of preferred stock in 
Intapco into 50 shares of common stock upon execution of the 
sale agreement to Hong Kong Holdings. The agreement stated 
that the conversion was to be accomplished as follows: 

3. Because the presently authorized and 
unissued common stock of Intapco consists of 
only 30 shares, the parties have agreed upon 
the following plan of recapitalization, which 
has been approved by the directors of Intapco: 

(1) Whitehead shall immediately upon Weiskopf's 
exercise of such option, gratuitously surrender 
to Intapco 20 shares of common stock, and (2) 

Weiskopf shall convert 50 shares of his preferred 
stock into common stock, which Intapco shall 
forthwith issue to Weiskopf. It is the intention 
of the parties that immediately after the foregoing 
recapitalization, Weiskopf shall own 440 shares of 
preferred stock, .and Weiskopf and Wnitehead shall 
each own 50 shares of common stock, of Intapco. 

4. To compensate Whitehead for economic loss 
resulting to him from the foregoing modification 
of the rights of the parties, Weiskoof shall 

pay to Whitehead $1,000 upon his receipt of the 
common stock of Intapco. This payment shall be 
treated by the parties as an adjustment of the 
sale proceeds from the forthcoming sale to Hong 
Kong Holdings Limited. 
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5. Weiskopf hereby waives his right to 
convert in excess of 50 shares of preferred 
stock pursuant to the aforesaid option. 

On or about December 21, 1965, Carr approached Franklin 

to ask whether Romney was prepared to dispose of or deal its 

holdings in Ininco, because Intapco and Technicon "weren't 

going to use Ininco again." Franklin testified that at first 

he objected to sale of Romney's interest in Ininco, as the 

investment had been viewed as being of long-terra duration. 

In a letter dated December 22, 1965, Franklin suggested that 

some premium element be added for Romnev in order to get their 

approval to go along with the prospective sale of its stock 

in Ininco to a Hong Kong corporation. 

On February 21, 1966, Hong Kong Holdings entered into 

an agreement with Whitehead and ’Weiskopf whereby each of the 

latter was to sell all of his stock in Intapco to the former. 

The terms of the purchase agreement required Hong Kong Holdings 

to pay tne greater of (i) 735,000 pounds or (ii) the excess, 

less 15,000 pounds, of Ininco's assets over its liabilities, 

as certified as of the contract closing date by Touche, Ross, 

Bailey & Smart. The agreement required Whitehead and Weiskopf 

to "procure" that the preferred ordinary shareholders of Ininco 

(Romney) would sell their shares to Hong Kong Holdings at 

prices representing par value. Hong Kong Holdings had the 
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option to rescind the purchase agreement if it could not 
prove to the satisfaction of the Commissioners of Inland 
Revenue (hereinafter referred to as Inland Revenue) "before 
the date on which the liquidation of Ininco commences" that 
(i) it was not resident in the United Kingdom; (ii)it was 
beneficially entitled to any dividends declared in respect 
of the Ininco shares; (iii) the whole (or an appropriate part) 
of the undistributed income of Ininco was exempt trading income 
of Ininco for the purposes of Part IV of the Finance Act of 
1957; and (iv) it was entitled to repayment of income tax 
deducted from any dividends declared oy Ininco. The option 
to rescind expired on February 23, 1966. Hong Kong Holdings 
applied to Inland Revenue for authorization to have Ininco 
declass a dividend out of exempt trading income. In this 
declaration Hong Kong Holdings attested that it was the 
beneficial owner of and beneficially entitled to the dividends 
arising from the outstanding shares of Ininco. That application 
was approved on February 28, 1966, by Inland Revenue, which 
granted Hong Kong Holdings authority to pay, without a de¬ 
duction of tax at the net United Kingdom rate, dividends out 
of exempt trading income. 

Minutes of a meeting of the board of Ininco dated March 
14, 1966, declared first that Goldwater had been replaced as 
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director by A. J. Redpath (hereinafter referred to as Redpath). 
The minutes also listed payments of directors salaries, directors 
fees and dividends that had been paid or were to be paid. The 
minutes approved and confirmed those payments already made and 
those to be made. With regard to the directors of Ininco, the 
minutes reflect the following payments (in pounds). 



Year 

Ended 

To be Paid 

Directors Salaries 

11/30/64 

11/30/65 


Weiskopf 

7,500 

7,500 

1875 

Whitehead 

7,500 

7,500 

1875 

Directors Fees 




Franiclin 

250 

250 

71.4.8. 

Goldwater 

250 

250 

71.4.8. 


The minutes also stated that all shareholders agreed that an 
additional dividend should be paid on the 250 preferred ordinary 
shares. Minutes of another meeting of the board, also dated 
March 14, 1966, reflected that the transfer of shares of Ininco 
by Intapco and Romney were recorded on the books of Ininco. 

The resignations of Franklin and Redpath were also accepted in 
these minutes. Minutes of a third meeting of the board dated 
March 14, 1966, accepted the resignations of Whitehead and 
Weiskopf and appointed four new directors. It was also resolved 
that a dividend in the amount of the available exempt trading 
income (500,000 pounds) be declared for those beneficially 
entitled holders of the deferred ordinary shares. 
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Minutes of a meeting of the board of Ininco dated March 
21, 1?">6, contained a resolution to declare an additional 
dividend of 305,000 pounds in favor of the holders of the 
deferred ordinary shares. It was also resolved to call a 
meeting for the purpose of proposing resolutions to place 
Ininco in voluntary liquidation. The minutes of an extra¬ 
ordinary general meeting dated March 23, 1966, stated that the 
following resolution was passed unanimously: 

That the Company be wound up voluntarily by 
means of a Member's voluntary winding-up, and 
that William John rindlay of 3, London Wall 
Buildings, London, E.C.2. be and he is hereby 
appointed Liquidator for the purpose of such 
winding-up. 

After Whitehead and Weiskopf were advised that Ininco 
would no longer gain the benefits of tax deferral offered by 
OTC provisions, they considered establishing manufacturing and 
selling operations outside of England. In June 1965, Griffin, 
Lynch & Co., a firm of chartered accountants, whose main office 
was in Dublin, Ireland, applied to the Republic of Ireland, on 
behalf of Technicon, for a grant which was offered by the Govern 
ment of Ireland in August 1965. In 1966, AutoAnalyzers were 
manufactured and sold by Technicon (Ireland) Limited, an Irish 
corporation wholly owned by Weiskopf and Technicon. The Irish 
tax laws applicable to Technicon (Ireland) Limited provide for 
a complete abatement until December 31, 1901, of corporate 
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income and dividend withnolding taxes on profits derived from 
its sales oi _< ’ucts manufactured in the Republic of Ireland 
but sold elsewhere. ; r hnicon (Ireland) took over the markets 
previously serviced by Ininco. Limited continued to manufacture 
and sell for the Uniced Kingdom market, on a much smaller scale 
than when it supplied products to Ininco. After the transfer 
of the business to Hong Kong Holdings, Ininco did not solicit 
any new orders of AutoAnalyzers. 

Weiskopf and Whitehead received the following amounts from 
Hong Kong Holdings pursuant to the agreement dated february 21, 
1966 : 

March 1, 1966 $ 100,000.00 

March 15, 1966 500,000.00 

March 16, 1966 681,278.02 

March 22, 1966 450,000.00 

March 22, ''96 6 150,000.00 

March 23, 1966 249,620.13 

May 4, 1966 124,976.18 

$2,255,874.33 

The total amount received by Whitehead for his stock in Intapco 
was $1,100,654.16. Tne total amount received by Weiskopf for 
his stock in Intapco was $1,155,220.17. Whitehead's basis for 
his investment in Intapco was $7,000. Weiskopf 1 s basis for 
his investment in Intapco was $49,000. Whitehead and Weiskopf 
each reported gain on the sale of Intapco stock in 1966 as long¬ 
term capital gain. 
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The first taxable year of Intapco began on November 22, 

1963 and end -> on October 31, 1964, and its succeeding two 
taxable years jnded on October 31, 1965 and February 24, 1966, 
respectively. Thw 2 first taxable year of Ininco began on 
beee:<u er 1, 1963 and ended on November 30, 1964 , and its 
succeeding taxable year ended on November 30, 1965. 

On February 21, 1966, Weiskopf tendered his resignation 
as a director of Intapco and Whitehead tendered his resignation 
as president, treasurer, and director of Intapco. At a board 
of directors meeting of Intapco held on February 21, 1966, 
those resignations were accepted and pursuant to the agreement 
with Hong Kong Holdings new directors were elected. At a board 
of directors meeting held on February 24, 1966, the board 
approved a motion to liquidate Intapco. 

Authority to pay dividends from Ininco to Hong Kong Holdings 
without deduction of tax at net United Kingdom rates was given 
to Hong Kong Holdings in February 1966. 

Except for the investment in Ininco there was no financial 
or business relationsnip between Unex or Romney, on the one 
hand, and Whitehead and Weiskopf. 

At all times relevant to this proceeding, no United States 
person (as defined in section 957(d)) owned, directly or in¬ 
directly under the rules of section 958, 20 percent or more 
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of any class of stock of Unex, and no shareholder of Intapco 
owned, directly or indirectly under such rules, any stock of 
Unex. 

If it is determined that Ininco was a controlled foreign 
corporation within the meaning of section 957 and that White- 
head and Weiskopf are taxable as provided in section 1248 in 
respect of stock of Ininco, tnen for the purposes of section 

1248: 

(a) The earnings and profits of Ininco (computed in 
accordance witn Treasury Regulations issued under section 1248 
of the Code) for its taxable years ended Rovembor 30, 19G4, 
and Wovembe 30, 1965, were $801,836.43 and $941,143.17, 
respectively. Tne earnings and profits of Ininco (so computed) 
for its last taxable year were $500,078.92 unless the amounts 
of 500,000 pounds and 305,000 pounds were distributions out 
of earnings and profits within the roeaninq of section 1.1248 3 
(b)(3), Income Tax. Regs. 

(b) The income, war profits and excess profits taxes 
paid by Ininco to countries other than the United States j.or 
its taxable years ended November 30, 1964 and November 30, 1965, 
were $16,138.74 and 827,306.64, respectively. The income, 
war profits and excess profits taxes paid by Ininco to countries 


other tnan the United States for its last taxable year were 
$20,248.65. 

(c) For the purposes of the computation under section 
1248 (b) (2), Weiskopf and his wife had (v/ithout regard to the 
Intapco transaction) a loss of $143,877.32 from the sale or 
exchange of capital assets, and Whitehead and his wife had 
(without regard to the Intapco transaction) a loss of $89,250.88 
from the sale or exchange of capital assets. 

In statutory notices of deficiencies dated January 29, 

1969, respondent stated that the sale of Intapco stock repre¬ 
sented the sale of an interest in a controlled foreign corpora¬ 
tion which results in the receipt of ordinary dividend income. 

In amendments to answer dated July 7, 1972, respondent further 
alleged that the sale of Intapco stock was a sale in form only 
and that the transaction was in substance a liquidation. 
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The main issue for determination is whether any part at 

the gain realized by Whitehead and Weiskopf upon the transfer 

of their interest in Intapco must be treated as a dividend 

under the provisions of section 1248. 

4 

Section 1248 provides generally that, if a United States 

person sells stock in a foreign corporation and such person ov/ns 

10 percent or more of the total combined voting power of classes 
~ 

Si:c. 124 8. GAIN FROM CERTAIN SALES OR EXCHANGES OF 
STOCK III CERTAIN FOREIGN CORPORATIONS. 

(a) General Rule.--If— 

(1) a United States person sells or ex¬ 
changes stock in a foreign corporation, or if a 
United States person receives a distribution from 
a foreign corporation which, under section 302 

or 331, is treated as an exchange of stock, and 

(2) such person owns, within the meaning of 
section 958(c), or is considered as owning by 
a PPlying the rules of ownership of section 953(b), 

10 percent or more of the total combined voting 
power of all classes of stock entitled to vote 

of such foreign corporation at any tine during 
the 5-year period ending on the date of the sale 
or exchange when such foreign corporation was a 
controlled foreign corporation (as defined in 
section 957), 

then the gain recognized on the sale or exchange of such 
stock shall be included in the gross income of such per¬ 
son as a dividend, to the extent of the earnings and 
profits of the foreign corporation attributable (under 
regulations prescribed by hhe Secretary or his delegate) 
to such stock which were accumulated in taxable years of 
such foreign corporation beginnina after December 31, 

19G2, and during the period or periods the stock sold or 
exchanged was held by such person while such foreign 
corporation was a controlled foreign corporation. 
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of stock entitled to vote v/hen the corporation is a "controlled 

foreign corporation," the gain recognized should be included in 

gross income as a dividend to the extent of the earnings and 

5 

profits of the foreign corporation. Section 1240(e) provides 
that if a domestic corporation was formed or availed of prin¬ 
cipally for the holding of stock of a foreign corporation, the 
sale of the stock of the domestic corporation should be treated 

as a sale of the stock of the foreign corporation. 

6 

Section 957(a) defines the term "controlled foreign corpora¬ 
tion" as any foreign corporation of which more than 50 percent 


SEC. 1248(e). Sales or Exchanges of Stock in Certain 
Domestic Corporations.—Under regulations prescribed by 
the Secretary or his delegate, if— 

(1) a United States person sells or exchanges 
stock of a domestic corporation, or receives a 
distribution from a domestic corporation which, 
under section 302 or 331, is treated as an 
exchange of stock, and 

(2) such domestic corporation was formed or 
availed of principally for the holding, directly 
or indirectly, cf stock of one or more foreign 
corporations, 

such sale or exchange shall, for purposes of this section, 
be treated as a sale or exchange of the stock of the 
foreign corporation or corporations held by the domestic 
corporation. 


SEC. 957. CONTROLLED FOREIGN CORPORATIONS: UNITED STATES 
PERSONS. 

(a) General Rule.--For purposes of this subpart, the 
term "controlled foreign corporation" moans any foreign 
corporation of which more than 50 percent of the total 
combined voting power of all classes of stock entitled to 
vote is owned (within the meaning of section 958(a)), or 
is considered as owned by applying the rules of ownership 
of section 958(b), by United States shareholders on any 
day during the taxable year of such foreign corporation. 
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of the total combined voting power of all classes of stock 
entitled to vote is owned by United States shareholders on 
any day during the taxable year of such foreign corporation. 

Since Intapco was formed principally for the holding of 
stock in Ininco, and since Whitehead and WeiskoDf were United 
States persons who owned 10 percent or more of the total com¬ 
bined voting power of Ininco, the application of section 1248 
in this case turns on whether Ii ico was a controlled foreign 
corporation as defined in section 957(a). 

Petitioners contend that since 50 percent of the voting 
rights were held by Romney, a foreign corporation, Ininco is 
not a controlled foreign corporation within the definition of 
section 957(a). Respondent contends that Whitehead and Weiskopf, 
in effect, retained voting control of Ininco by virtue of the 
overall arrangement under which Romney purchased and retained 
its stock interest in Ininco. 

It is clear that Romney owned, at .least on the books, 50 
percent of the voting rights in Ininco; therefore, it does not 
come within tne literal definition of controlled foreign corpora¬ 
tion. A mere technical compliance with section 957(a), nowever, 
•is not sufficient to exclude petitioners from its application. 
Hans p, Kr aus, 59 T.C. 681 (1973), affirmed 490 P. 2d 898 
(C.A. 2 , 1974), and Gar loc k, Tr.c. , 58 T.C. 423 (1972), affirmed 
489 F. 2d 197 (C.A. 2, 1973), certiorari denied 417 U.S. 911 
(1974). The 50 percent test of section 957(a) was intended to 
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exclude from the definition of controlled foreign corpora¬ 
tions only those foreign corporations which are not subject 
to the dominion and control of the United States shareholders. 
Garlock, Inc., supra at 433. We must determine whether the 
substance of the transaction in this case was that which the 
statute intended, specifically a real and meaningful owner¬ 
ship of at least 50 percent of the voting power in Ininco by 
non-United States shareholders. 

While we recognize the rights of taxpayers to arrange 
their transactions in a manner intended to minimize tax 
liabilities, we also note that such transactions must have 
substance in order to achieve the intended result. See 
Garlock, Inc. , supra at 434 and cases cited therein. After 
analysis of the evidence in this case, we hold that Whitehead 
and Weiskopf retained dominion and control of Ininco in spite 
of Romney's 50 percent voting interest. Ininco was there¬ 
fore a controlled foreign corporation as defined in section 
957(a) and section 1248 is applicable to the transfer of the 
Intapco stock to Hong Kong Holdings in 1966. 

We rely heavily on the opinions of Kraus v. Commissioner, 
490 F. 2d 898 (C.A. 2, 1974) and Garlock, Tnc. v. Commissioner, 
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489 r. 2d 197 (C.A. 2, 1973), certiorari denied 417 U.S. 911 
(1974), in determining the relevant factors to be considered 
in deciding this issue. 

Section 1.957-1(b)(2), Income Tax Regs., provides in 
part that "la]ny arrangement to shift formal voting power 
away from United States shareholders of a foreign corporation 
will not be given effect if in reality voting power is re¬ 
tained." Section 1.957-1 (b) (2) further provides in part that 

* * *The mere ownership of stock entitled to 
vote does not by itself mean that the share¬ 
holder owning suen stock has the voting power 
of suen stock for purposes of section 957. 

For example, if there is any agreement, whether 
express or implied, that any shareholder will 
not vote his stock or will vote it only in a. 
specified manner, or that shareholders owning 
stock having not more than 50 percent of the 
total combined voting power will exercise voting 
power normally possessed bv a majority of stock¬ 
holders, then the nominal ownership of the vot¬ 
ing power will be disregarded in determining 
which shareholders actually hold such voting 
power, and this determination will be made on the 
basis of such agreement. Moreover, where United 
States shareholders own shares of one or more 
classes of stock of a foreign corporation which 
has another class of stock outstanding, the 
voting power ostensibly provided such other class 
of stock will be deemed owned by any person or 
persons on whose behalf it is excrcisec or, if 
not exercised, will be disregarded if the per¬ 
centage of voting power of such .^ther class of 
stock is substantially greater than its proportion¬ 
ate share of the corporate earnings, if the facts 
indicate that the shareholders of such other class 
of stock do not exercise tneir voting rights in¬ 
dependently or fail to exercise such voting 
rights, and if a principal purpose of the 
arrangement is to avoid the classification of 
such foreign corporation as a controlled foreign 
corporation under section 957. 
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The Second Circuit, in the Garlock case, stated that 
"[i]t is significant also that the terns of the arrangement 
worked out were such that the preferred shareholders would 
have no interest in disturbing the taxpayer's continued con¬ 
trol." That factor applies to the present situation. Romney 
was given an investment interest which was made attractive by 
paying a dividend rate in excess of the market for money 
advanced. Also, by virtue of the Articles of Association of 
Ininco and the shareholders' agreement dated November 29, 1963, 
Romney had a quite limited stake in the business. The Articles 
of Association provided that, upon liquidation, Romney was en¬ 
titled only to a return of the par value of the stock (i.e., 
Romney's investment in the corporation). The shareholders' 
agreement entered into by Romney and Intapco provided that, 
upon sale of its stock, Romney had to offer its stock interest 
<n Ininco to Intapco at a price measured by the amount to be 
received upon liquidation. Thus, as a practical matter, Romney 
could expect to receive only a return of its investment whether 
it attempted to sell its interest or forced a liquidation of 
Ininco. 

Petitioners argue that both Romney and Intapco were sub¬ 
ject to the requirement that their interest in Ininco be offered 
first to the remaining shareholders and therefore these pro¬ 
visions could not have been utilized by Whitehead and Weiskopf 
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to retain control oyer Ininco. As a practical matter, provisions 

\ 

of tne Articles of Association and the shareholders' agreement 
dated November 29, 1963, did serve the purpose of ensuring that 
Romney had no real interest in disturbing control of Ininco, as 
it could only obtain a return of its investment no matter which 
method it followed. If Intapco offered its interest in Ininco 
to Romney, the latter would have been required to pay Intapco 
wnatever profits nau been accumulated in Ininco. Even if Romney 
wisned to pay Intapco this amount, any incentive to do so was 
negated by the fact that the business of Ininco was dependent 
upon a continued supply of AutoAnalyzers from Limited. Since 
the owners of Intapco also controlled Limited and thereby could, 
and eventually did, cut off sale of AutoAnalyzers to Ininco, 
the rights possessed by Romney lacked any real substance. It 
is thus clear tnat Romney had little, if any, interest in dis 
turbing -the effective control of Ininco by Whitehead and Weiskopf 
through Intapco and Limited. 

A second factor which indicates that Whitehead and Weiskopf 
retained control and dominion over Ininco despite Romney's 50 
percent voting rights was retention of complete and unfettered 
control by Limited over Ininco's only product line, the Auto- 
Analyzer. Since Ininco had no contract with Limited assuring 
it of any supply beyond current orders, the use of Ininco as 
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an exporting business could have been halted at any tine by 
a firm over which Whitehead and Weiskopf had control. White- 
nead testified that he was aware that he could stop supplying 
the AutoAnalyzers to Ininco and thereby "essentially" terminate 

its business. 

The shareholders' agreement dated November 29, 19G3, further 
strengthened the control which Whitehead and Weiskopf had over 
Ininco by providing that., after dissolution of or sale of stock 
in Ininco, the shareholders had no rights with respect to 
continued handling of its product lines. Since Whitehead and 
Weiskopf were tne sole shareholders of Technicon, whose wholly 
owned subsidiary was Limited, and thus had control over the 
manufacture of the AutoAnalyzer, the agreement realistically 
served only to prevent Romney from any future rights to the 
use of the AutoAnalyzer should Limited decide to cut off the 
supply of the products to Ininco. These circumstances further 
lessened the possibility that Romney would have any interest 
in disturbing or challenging the control of Whitehead and 
Weiskopf. Although we find it difficult to believe that a 
party with 50 percent of the voting power of a corporation 
would enter into an arrangement in which its only product line 
could be withdrawn at any time by action of the remaining 50 
percent shareholders, we do not foreclose the possibility that 
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such an arrangement might be entered into at arms-length. 

When, however, these circumstances are present in conjunction 
with other factors indicating that dominion and control are 
possessed by United States shareholders, the control wmch 
Whitehead and Weiskopf maintained over the continued supply 
of the AutoAnalyzer becomes a significant factor. 

Petitioners have made much of the fact that Ininco was 
set up as a "deadlock" company with neither Intapco nor Romney 
holding the power to control the votes of the board of director 
They also cite the November 29 shareholders' agreement wherein 
the parties "in view of the even division of control" agreed 
to endeavor to avoid a deadlock situation and the rights to 
arbitration in case of differing interpretations of that agree¬ 
ment. This Court and the Second Circuit in the G arl oc k case 


viewed the presence of an arbitration provision to be an un¬ 
realistic business solution. In any event, any deadlock which 
occurred in running Ininco could have been solved by Whitehead 
and Weiskopf by merely terminating Ininco as a seller of the 
AutoAnalyzers, as it in fact did, when the OTC provisions were 


repealed. 

Furthermore, 


Romney got 50 percent of the voting shares 


in Ininco for which it paid 25,000 pounds, 
an assured 12 1/2 percent dividend and, by 


In return it got 
virtue of the Article 





265A 


- 34 - 

of Association of Ininco and tho November 29, 1963 shareholders' 
agreement, only the right to a return of its investment upon 
sale or liquidation. It defies credulity that Romney would 
have advanced more money than Intapco and received only 12 1/2 
percent of the dividends to be paid by a company that was to 
be exempt from United Kingdom taxes on its profits if it truly 
obtained 50 percent of the voting power of that company. 

Any remaining doubt as to the control and domination 
which Wnitehead and Weiskopf retained over Ininco is resolved 
upon examination of the manner in which Ininco was terminated 
and the holdings of Romney were eliminated. 7\fter it was 
learned that the OTC provisions were to be repealed, Whitehead 
and Weiskopf, in discussions with Carr, decioed that Ininco 
would no longer serve any useful purpose and that it should be 
terminated. Carr, after conference with others, concluded 
that a sale of stock to a Hong Kong corporation provided the 
best means taxwise of "getting rid of" Ininco. Carr then 
approached Hong Kong Holdings to arrange for sale of the stock 
and eventual liquidation by it of Ininco. In anticipation of 
this sale, Weiskopf, Whitehead and Intapco entered into an 
agreement whereby Weiskopf was to exercise his option. This 
agreement was dated December 6, 1965. On December 22, 1965, 
Franklin wrote Carr a letter concerning their conversation 
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"yesterday' regarding the possible sale of Romney's interest 
in Ininco. Thus, Carr approached Franklin after the transfer 
of Intapco's interest in Ininco had been arranged. Even 
Romney's limited rights under the shareholders' agreement were 
ignored by petitioner. Moreover, Carr testified that he went 
to Franklin to ask "whether he was prepared to dispose of or 
deal with his holding of Romney because Intapco of New York 
weren't going to use or Technicon Instruments weren't going 
to use Ininco again." Romney had no viable alternative but to 
sell its interest in Ininco to the buyer which Carr had located. 
If it refused to do so, the most that it could have done was 
force a liquidation or offer its stock interest to Intapcc and 
receive a return of its investment. Since Intapco, by unilateral 
decision, had decided to cut off the suoply of Ininco's only 
product line, it would be unrealistic to argue that Romney had 
any choice but to assent to sale of its interest in Ininco. 

Thus, even though Romney possessed 50 percent of the voting 
rights of Ininco, it lacked any real or meaningful power to 
influence decisions affecting the future of Ininco or its 
business. 

Petitioners contend that Romney agreed to sell its interest 
in Ininco only after being promised and receiving a premium over 
and above the normal dividend rate. Tnis contention apparently 
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is offered to show that Romney acted independently of Intapco 
and asserted its power as a 50 percent owner of the voting 
rights in Ininco. We cannot accept petitioners' contention. 

First, the facts are unclear whether such a premium was paid. 
Second, the payment of a premium of 900 pounds from a corpora¬ 
tion whose net worth had increased from 45,000 pounds upon 
incorporation to over 800,000 pounds in less than three years 
does not appear to be sufficient incentive to induce a party 
to give up its ostensible 50 percent ownership of that corpora¬ 
tion. To the contrary, the 900 pounds premium, if paid, 
appears to be a "nuisance value" payment intended to prevent 
Romney from forcing liquidation, which could have resulted in 
the imposition of a 40 percent United Kingdom tax on the earn¬ 
ings to be distributed to Intapco. 

A final factor in determining that Whitehead and Weiskopf 
retained dominion and control over Ininco is an examination of 
the overall transaction. The primary corporation throughout 
this period was Technicon. The entire transaction was arranged 
so that this business, through affiliates, would keep control 
of the sale of the AutoAnalyzcr and expand its worldwide business. 
Thus, Ininco was utilized to service and exoand a worldwide 
market previously supplied by Technicon. At the same time, 


funds accumulated in Ininco because of its exempt tax status 
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wore utilized to provide credit for the establishment of 

* 

foreign offices (Tcchnicon affiliates) which would sell Auto- 
Analyzers in foreign countries. After repeal of the OTC 
provisions rendered Ininco of little use to Tcchnicon, White- 
head and Weiskopf terminated its business by cutting off its 
supply of AutoAnalyzers and transferring its worldwide manu¬ 
facturing and selling operation to Ireland. 

Romney was powerless to alter the course of these events 
in any meaningful way even tnough it had 50 percent of the 
voting rights of Ininco. It was, by virtue of the Articles 
of Association and the shareholders' agreement dated November 
29, 1963, in a position only to force liquidation of Ininco. 
Furthermore, the operation of Ininco was run as if it were 
merely a Technicon or Limited affiliate. Evans acted as virtual 
managing director of Ininco, as well as director of Limited. 
Also, the business of Ininco was operated from the offices of 
Limited. The overall effect of these facts leaves no doubt 
that Whitehead and Weiskopf retained complete dominion and 
control over Ininco during its entire period of incorporation. 

Having found that Ininco was a controlled foreign corpora¬ 
tion, we must consider several contentions made by petitioners 
concerning respondent's computation of tax under section 1248. 
Section 1248 provides that the gain recognized on sale or ex- 
cnange of stock in a controlled foreign corporation is treated 
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as a dividend to the extent of that corporation's earnings 
and profits accumulated in taxable years after 1962 and during 
the period the United states snareholder held the stock. 

Section 1.1248-1 (a) , Income 'fax Regs. The first computation 
issue concerns determination of Ininco's earnings and profits, 
which rests upon characterization of the transfer of Intapco's 
stock to Hong Kong holdings. Petitioners for both parties 
contend that the transfer of the Intapco stock to Hong Kong 
Holdings resulted in a sale which terminated their interest 
at that time and that Ininco was subsequently liquidated by 
Hong Kong Holdings. Acceptance of this contention would result 
in ininco qualifying as a controlled foreign corporation only 
until the date of the transfer and the reduction of Ininco's 
earnings and profits in the amounts of the distributions made 
to Hong Kong Holdings after such transfer. Section 1.1248-3 
(b)(3). Income Tax Regs. Respondent contends that the transfer 
of Intapco stock and subsequent distribution to Hong Kong 
Holdings wore in substance a liquidation of Ininco by Whitehead 

and Weiskopf. 

Petitioners preliminarily raise a procedural issue. They 
contend that additional arguments raised by respondent in his 
amended answer constitute "new matter" within the meaning of 
Rule 142, Tax Court Rules of Practice and Procedure, and there¬ 
fore respondent boars the burden of proof with regard to those 
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arguments. We do not accept petitioners' contention. The 
notice of deficiency informed petitioners of respondent's 
position that the provisions of section 1248 apply to the 
transaction between llong Kong Holdings, Intapco and Romney. 
Petitioners then had the burden of proving that section 1243 
did not apply or that respondent's determinations of earnings 
an profits used to apportion their gain was incorrect. Tnis 
is especially so in lignt of section 1248(g) which requires 
generally that the taxpayers were required to establish the 
amount of earnings and profits of the foreign corporation. 

This Court has held that a new position taken by respondent 
is not necessarily a ''new matter 1 ' especially when it merely 
clarifies or develops the original determination without being 
inconsistent or increasing the amount of deficiency. Cstate 
of George W. Jayne , 61 T.C. 744, 748-749 (1974), on appeal 
(C.A. 7, Sept. 16, 1974); and Rozelle McSpadden , 50 T.C. 478, 
492-493 (1968). The arguments raised in respondent's amended 
answer involve the same code section, are consistent with nis 
original determination, and do not affect the amount of the 
deficiency. We nold that petitioners retain tne burden of 

proof. 

With regard to the characterization of the overall trans¬ 
action, we find for respondent. Even though a transaction is 
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put in the form of a sale, if it in fact results in an effective 
liquidation, it will be given such recognition. John D. Gr av, 

56 T.C. 1032 (1971), on appeal (C.A. 9, Sept. 18, 1974). There 
is no doubt that the sole reason for the arrangement between 
Intapco and Ilong Kong Holdings was the liquidation of Imnco 
in a manner that would permit Whitehead and Weiskopf to minimize 
taxes paid to the United Kingdom. Carr testified that Ininco 
was no longer to be used by Whitehead and Weiskoof and that 
consideration turned to the "metnods of getting the money out 
of Lae company the nest possible way and we put a suggestion 
to intapco that everbody sell their shares to a company in 
Hong Kong where there is a new tax provision and then the Hong 
Kong Company would take out a dividend in gross which would 
mean all the profits of the company accumulated over the years 
which would make the company really 40 percent more valuable 
than it would be if it was dealt with in England. They agreed 
to that." It is thus clear that the intent was to find a 
corporation willing to acquire the stock of Intapco and the 
holdings of Komney in Ininco and then withdraw the earnings 

from the corporation. 

Petitioners argue that Hong Kong Holdings purchased stock 
in a viable corporation which continued in the business of 
collecting accounts receivables. We cannot accept petitioners' 

contention. See E. Keith Owens , 64 T.C. - (1975). Ininco, 

prior to repeal of the OTC provisions, war, a very active 
business engaged in the sale of AutoAnalyzers. 


After repeal 
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of the OTC provisions, Ininco's sole project line was with- 
Orawn by Limited. Thus, Hong Kong Holdings was purchasing 
nothing more than a corporation with accumulated earnings 
and accounts receivables. Petitioners in substance were 
selling nothing more than cash encased in a corporate shell. 

11. Keith Ow ens, supra , and John 0 . Gray, supra at 1068. 

Hong Kong Holdings did not acquire, nor is there any evidence 
that it intended to acouire, a viable business cornoration. 

This is attested to by the fact that Hong Kong Holdings did 
not solicit any new orders for AutoAnalyzers. 

Petitioners' final contention is that there was no agree 
ment on the part of Hong Kong Holdings to liquidate Ininco. 

From a purely technical standpoint this nay be correct. It 

cv.™, aareen^nt betv/een Hong Kong 

is clear, however, from tne agreem-nt 

Holdings, weiskopf and Whitehead that liquidation of Ininco 
by Hong Kong Holdings was an integral part of the arrangement. 

The agreement provided that "in the event that the Purchaser 

i -i.-n fail hefore the date on which the 
[Hong Kong Holdings] Miall 

t-n satisfy the Commissioners 
liquidation of Ininco commences to sati- 

. . then the purchaser shall be entitled to rescine the 

■ transaction. This provision indicates not only that the 
parties fully intended Hong Kong Holdings to linuida-c 
but that without liquidation of that corporation under favor¬ 
able Lnltce Kingdom tax conditions the arrangement would be 
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rescinded by Hong Kong Holdings. It certainly was the over¬ 
all intent of the parties to use the accumulated earnings of 
Ininco (untouched by United Kingdom tax) to pay Whitehead and 
Weiskopf for their stock interests in Intnpco. Hong Kong 
holdings could have chosen to keep Ininco • ive but it would 
have only possessed a corporate shell devoid of the business 
wnich it transacted prior to the agreement. 

Section 1248 was enacted to provide 'the imposition of 
the full United States tax when income earned abroad is re¬ 
patriated.” S. Rept. No. 1881, 87th Cong., 2d Sess., p. 1 
(1962), 1962-3 C.B. 707, 813. To allow taxpayers to avoid 
imposition of the full tax on a good portion of the accumulated 
earnings of a controlled foreign corporation by an arrangement 
whereby the earnings are paid to a third party afte: a oale 
would be in complete derogation of section 1248 and its 
legislative history. We hold for respondent on this issue. 

Vie find that the sale of Intapco stock ’./as in substance a 
liquidation of ininco at that tine, with the remaining dis¬ 
tributions made to Hong Kong Holdings being liquidating dis¬ 
tributions . See John D. Gr ay, supra . 

Whitehead concedes that, once it is determined that a 
liquidation of Ininco resulted rather than sale, its computa¬ 
tion questions become moot. Weiskopf, however, raises several 
more computational questions. 
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Counsel for Weiskopf contend that respondent erred in 
attributing one-half of the earnings and profits of Ininco 
to Weiskopf. They contend that for years 19G4 and 1965 
Weiskopf owned preferred stock and therefore only the earnings 
and profits representing the fixed dividends that would have 
been received by him if all earnings and profits had been 
distributed are attributable to him. With regard to taxable 
year 1966 , Weiskopf contends that lie owned the common stock 
for one day during that year, and therefore under section 
1.1248-3, Income Tax Regs., the earnings and profits accumulated 
during that year must be allocated between the shareholders 
(Whitehead and Weiskopf) accordiny to the number of days that 
the stock was held during that year. Respondent contends that 
Weiskopf is considered to be the owner of 50 percent of the 
common stock from the inception of Ininco and tnerefore 50 
percent of tne accumulated earninys and profits snould oe 
attributed to him. 

Section 1.1248-1 (a) (1) , Income Tax Regs., generally provides 
that if a United States person recognizes yam on a sale or 
exchange of stock in a foreign corporation, that gain shall 
be included in the gross income of such person as a cividend 
to the extent of the earnings and profits of such corooration 
attributable to such stock which were accumulated in taxable 
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year 3 beginning afctcr December 31, 1962 ''during the period 
or periods such stock was held (or was considered as held 
by reason of the application of section 1223) oy such person 
while such corporation was a controlled foreign corporation. 


Respondent argues that the holding period for Weiskopf’s 
common stock includes the period during which he held the pre¬ 
ferred stock under section 1223. ? Petitioner apparently does 
not contest the applicability of section 1223 to tne common 

g 

stock obtained by Weiskopf. In this connection we note that 


7 

SUC. 1223. HOLDING PERIOD OF PROPERTY. 

For purposes of this subtitle— 

(1) In determining the period for which 
the taxoaver has held property received in an 
exchange, there snail be included the period 
for which he held the property exchanged if, 
under this chapter, the property has, for the 
purpose of determining gain or loss from a 
• sale or exchange, the same basis in whole or in 
part in his hands as the property exchanged, 
and, in the case of such exchanges after "larch 
1, 1954, the property exchanged at the tine 
of such exchange was a capital asset as defined 
in section 1221 or property described in section 
1231. For purposes of this paragrapn-- 

(A) an involuntary conversion described 
in section 1033 shall be considered an ex¬ 
change of the property converted for the 
property acquired, and 

(B) a distribution to which section 
355 (or so much of section 356 as relates 
to section 355) applies shall be treated 
as an exchange. 

0 

We make no finding with regard to the issue whether the 
exchange of preferred for common stock by Weiskopf resulted 
in a transaction to which section 1223 applies. 


« 
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t.i« parties have stipulated that Weis kopf's ba.^is for hi g _ 

investment in Intapco at the tine of the transaction with 
.»ong Kong Holdings (at which time lie owned common and preferred 
steck) was $49,000, the same amount which he paid for acquisi¬ 
tion of preferred stock in 1963. Petitioner merely argues that 
».'.o Commissioner nas misapplied section 1223 to the present 
case. 

Section 1.1243-1 (a) , Income Tax Regs., which petitioner 
uoes not attack, clearly provides that a shareholder, is con¬ 
sidered to have held his stock during the entire period to 
»nich section 1223 applies. In this case Weiskopf is con¬ 
sidered to own the common stock from the inception of Ininco. 

•••‘e therefore hold for respondent on this issue. 

Petitioners final contention is that the limitation on 
-ax applicable to individuals was incorrectly determined by 
respondent. They contend the taxable income should be de¬ 
termined by reducing earnings and profits by the amount of 
-‘Stributions made to Romney. Section 1.1248-4 (d) (8) , Income 
* JX '<ogs. Ininco clearly paid dividends to Romney. These 
•'■'-•gelations are applicable in this case. Respondent's de- 
‘-'••rmirmtion should be adjusted accordingly. 

D ecisions will be entoro d 
under Rule 155. 


V 
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Estate of EDWIN C. WEISKOPF, Deceased, ) 
ANNE K. WEISKOPF and SOLOMON L1TT, ) 

Executors, and ANNE Kl wKiSKuPF, ) 

Surviving Wife, ) 

Petitioners, ) 


COMMISSIONER OF INTERNAL REVENUE, 
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Docket No. 1920-69 


Pursuant to the opinion of the Court filed April 17, 19 /j, 
and incorporating herein the facts recited in the respondent s 
computation as the findings of the Court, it is 

ORDERED and DECIDED: That there is a deficiency in income 
tax due from the petitioners for the taxable year 1966 in the 
amount of $411,372.69. 
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Entered 


Judge. 


> 



It is hereby stipulated that the foregoing decision is in 
accordance with the opinion of the Court and the respondent 
computation, and that the Court may enter this decision, without 
prejudice to the right of either party to contest the correctness 
of the decision entered herein. 


/s/ James B. Lewis _ 

JAMES 13. LEWIS, 

Counsel for Petitioners, 
345 Park Avenue, 

New York, New York 10016, 
Tel. No. 212-644-8298. 


MEADE WHITAKER, 

Chief Counsel, 

Internal Revenue Service. 

(Cgd) GERALD BACiiLK-EHH 

By:___ 

GERALD BACKER, 

Assistant Regional Counsel, 
26 Federal Plaza (12th FI.), 
New York, New York 10007, 
Tel. No. 212-264-8134. 
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ED'XIN C. WHITEHEAD and 
JOSEPHINE WHITEHEAD, 


) 

] 

Petitioners, ) 

) 

v. ) 

) 

COMMISSIONER OF INTERNAL REVENUE, ) 

) 

Respondent. ) 


Docket No. 1934-69 


DECISION 

Pursuant to the opinion of the Court filed April 17, 1975 
and incorporating herein the facts recited in the respondent's 
computation as the findings of the Court, it is 

* 

ORDERED and DECIDED: That there is a deficiency in incom 
tax due from the petitioners for the taxable year 1966 in the 
amount of $397,396,56. 


Jbl 1 7 1375 

Entered; 
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Judge. 
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It is hereby stipulated that the foregoing decision is in 
accordance with the opinion of the Court and the respondent's 
computation, and that the Court rrqy enter this decision, without 
prejudice to the right of either party to contest the correctness 
of the decision entered herein. 


/s/ Lawrence Goldfein 
LAURENCE GOLDFEIN~ 

Counsel for Petitioners, 

1301 Avenue of the Americas, 
New York, New York 10019, 
Tel. No. 212-586-5200. 


MEADE WHITAKER, 

Chief Counsel, 

Internal Revenue Service. 


By:. 
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'GERALD BACK! 
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GERALD BACKER, 

Assistant Regional Counsel, 
26 Federal Plaza (12th FI.), 
New York, New York 10007, 
Tel. No. 212-264-8134. " 
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Docket No. 1934-69 


NOTICE OF APPEAL 

Notice is hereby given that the Petitioners 
hereby appeal to the United States Court of Appeals for the 
Second Circuit from the decision of this ~ourt e ”tered i 
the above captioned proceedings on the 1/urday of July, Ulb 


/s/ Laurence Golrl^oin- 

LAURENCE GOI.DFEIN 

Attorney for Petitioners 

Edwin C. and Josephine Whitehead 

c/o Roberts & Holland 
1301 Avenue of the Americas 
New York, New York 10019 


/n / James R . h -2\-l±S _ 

JAMES B. LEVJIS 
Attorney for Petitioners 
Estate of Edv;in C. Wciskopf, 
Deceased, Anne K. VJeiskopf 
and Solomon Litt, Executors 
and Anne K. VJeiskopf, Surviving 
Wife 


c/o Paul, Weiss, Rifkind, 
Wharton & Garrison 
345 Park Avenue 
New York, New York 


Dated: October 3, 1975 
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Appellants ) 
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COMMISSIONER OF INTERNAL REVENUE, 

Appellee ) 

EDWIN C. WHITEHEAD and ) 

JOSEPHINE WHITEHEAD, 

Appellants ) 
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COMMISSIONER OF INTERNAL REVENUE, 

Appellee ) 
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CERTIFICATE OF SERVICE 

It is hereby certified that service of one 
copy of the Appendix in the above-entitled case has been 
made on counsel for the Appellee on this 15th day of March, 
1976, by mailing a copy thereof in an envelope, with postage 
prepaid, addressed to Scott P. Crampton, Assistant Attorney 
General, Tax Division, United States Department of Justice, 
Washington, D.C. 20530, attention Jeffrey S. Blum, Esq. 
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